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REPORT. 


Office  of  the  Supervisor  of  Loan  AcENciEa, 
6  Park  Street,  Jan.  29,   1912. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
T2Y,  Acts  of  1911,  I  have  the  honor  to  submit  this  report. 

I  was  appointed  Supervisor  of  Loan  Agencies  by  His  Excel- 
lency the  Governor,  Sept.  20,  1911,  and  confirmed  by  the  hon- 
orable the  Executive  Council,  December  20.  The  location  of 
this  ofiice,  ISTo.  6  Park  Street,  was  made  by  the  honorable  the 
Executive  Council,  December  27.  All  of  the  time  since  con- 
firmation has  been  utilized  by  the  supervisor.  Persons  who 
desired  to  engage  in  the  business  and  had  suggestions  to  offer, 
and  borrowers  with  complaints  to  make,  who  desired  to  be  heard, 
have  had  an  opportunity.  Interviews  have  also  been  had  by  the 
supervisor  with  officials  and  others,  and  he  has  been  governed 
in  the  conclusions  thus  far  reached  by  their  valuable  experience. 

All  complaints,  with  but  two  exceptions,  that  had  been  made 
were  adjusted  before  January  17,  when  an  advertisement  was 
given  to  each  of  the  daily  papers  of  Massachusetts  which  were 
on  the  Auditor's  list  that  the  supervisor  was  ready  to  issue 
licenses  as  provided  in  chapter  727,  commencing  Jan  22,  1912. 
There  was  no  unavoidable  delay,  but  a  portion  of  the  equipment 
of  the  office  had  not  been  delivered  on  the  last-mentioned  date. 

The  conditions  existing  in  the  business  of  making  small  loans 
committed  to  supervision  grew  out  of  privileges  established  by 
law,  and  other  privileges  which  were  assumed  by  the  lender  to 
be  incidental  thereto,  inasmuch  as  they  were  not  therein  ex- 
pressly forbidden.  The  office  of  the  supervisor  was  established 
and  power  given  to  him  to  inaugurate  some  reform.    I  gave  my 
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attention  first  to  those  practices  which  seemed  to  have  no  warrant 
in  law,  either  expressed  or  implied;  they  were  the  fruitful 
sources  wherein  many  unjust  burdens  were  placed  upon  the 
borrower. 

Without  hesitation  I  have  prohibited  all  the  arbitrary  fines 
and  fees  heretofore  coming  into  existence  by  agreement  between 
lender  and  borrower.  This  agreement  was  placed  in  the  note 
given  by  the  borrower,  who,  I  discovered  in  nearly  all  the  com- 
plaints that  came  to  me,  knew  very  little  of  what  he  had  signed. 
All  such  agreements  for  fees  and  fines  are  now  eliminated. 

Another  practice,  that  of  a  charge  to  the  borrower  for  letters, 
is  prohibited.  Another  custom  —  the  charge  for  "  lawyer's  " 
fees  —  is  taken  off  the  borrower ;  the  collector  is  to  bear  his  own 
costs  of  collection  other  than  those  allowed  by  law.  A  lender  of 
money,  in  his  relation  to  a  borrower,  has  been  given  the  same 
legal  remedies  that  are  enjoyed  by  any  creditor  in  his  relation 
to  a  debtor. 

1  have  also  denied  to  a  borrower,  unless  with  the  consent  of 
the  supervisor,  the  privilege  of  getting  money  from  a  lender  if 
he  or  his  family  has  engaged  the  services  of  some  philanthropist 
to  take  him  out  of  his  debts  to  money  lenders ;  provided  that  the 
philanthropist  has  notified  the  lender  to  that  effect,  and  agrees 
also  to  give  notice  when  the  debt  to  him  is  discharged.  This 
ruling  is  designed  to  enable  a  family  with  this  security  to  find 
relief  out  of  any  unbearable  debt  which  may  have  boon  created 
before  the  present  law  was  enacted. 

The  lender  must  not  make  a  loan  to  an  intoxicated  pei*son, 
nor  is  he  to  make  a  loan  when  he  has  been  forbidden  to  do  so 
by  one  dependent  upon  the  borrower  who  applies  for  the  loan. 
The  advances  secured  by  some  men  upon  wages  to  be  earned, 
anrl  the  heavy  sums  heretofore  paid  for  repeated  charges,  luive 
brought  some  families  into  very  un<losirable  and  sometimes  un- 
lioarable  conditions. 

In  addition  to  tlic  v:\\cs  of  interest  heretofore  fixed  by  law 
there  had  l)eon  jxTinitted  by  lnw  (section  ()0,  eli:i|iti'i'  102)  a 
bonus  or  charge  '*  as  thc^  exjieiise  of  making  and  scH'uring  a  loan, 
and  sueh  amount  .''hall  not  be  counted  as  part  of  the  interest  of 
.such  loan."    This  charge  was  stated  in  the  law  in  fixed  amounts, 
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and  if  a  percentage  were  calculated  as  related  to  principal  it 
showed  that  the  largest  yield  in  percentage  was  on  the  smaller 
loans.  A  loan  of  $10  or  under  was  entitled  to  a  charge  of  $2, 
or  20  per  cent. ;  but  the  same  charge  of  $2,  which  could  he  and 
was  made  on  loans  of  $5,  would  make  it  40  per  cent,  whereas  on 
a  loan  on  larger  amounts  it  would  be  15  per  cent.,  or  10  per 
cent.  There  was  nothing  in  the  law  to  indicate  how  seldom  or 
how  often  the  charge  should  be  imposed. 

The  practical  working  of  such  a  system,  whether  it  was  or 
was  not  developed  by  the  natural  desire  for  profit  on  the  part 
of  the  lender,  or  whether  the  loans  were  or  were  not  "  split,"  to 
use  their  business  phrase,  was  to  create  an  exceedingly  large 
number  of  small  loans  maturing  monthly  and  carrying  a  large 
,  amount  for  charges,  which  entirely  overshadowed  the  interest 
items.  Investigation  of  cases  that  have  already  come  to  my 
notice  demonstrates  that  these  charges,  which  were  increased 
by  fines  and  fees,  agreed  to  by  the  borrower  in  his  eager  desire 
for  the  money,  were  in  the  aggregate  from  ten  to  twelve  times 
the  amount  received  for  interest.  In  cases  where  a  charge  was 
$3  under  $50,  or  $5  over  $50,  the  loan  became  $51  or  $53,  to 
get  the  increased  percentage  of  charge. 

It  therefore  seemed  clear  to  me  that  the  most  desirable  prac- 
tical results  could  be  obtained  by  departing  from  the  custom 
of  naming  stated  sums  for  charges  and  instituting  a  new  system, 
whereby  whatever  charges  might  be  collected  should  be  stated 
in  percentage  terms  as  related  to  any  principal  sum  that  might 
be  borrowed;  and  also  by  setting  a  limit  to  the  frequency  of 
times  that  the  charge  could  be  imposed,  thus  distributing  the 
percentage  over  a  period  of  three  or  four  months.  I  fixed  this 
percentage  of  charge  only  after  repeated  hearings  had  been  given 
to  individuals,  delegations,  lenders  who  wanted  larger  fees,  and 
those  who  advocated  lower  fees.  Even  at  the  rates  which  I  think 
are  liberal  there  are  some  who  raise  the  question  as  to  whether 
or  not  some  parts  of  the  business  can  be  conducted  with  any 
profit. 

My  desire  was  that  the  office  should  develop  some  practical 
results,  and  in  the  beginning  I  thought  it  advisable  to  be  so  far 
liberal  in  establishing:  the  rates  of  interest  and  charges  as  to 
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find  some  ground  which  would  represent  a  compromise  between 
a  rate  which  would  possibly  drive  some  men,  against  whom  there 
bad  been  no  complaint,  out  of  the  business,  and  the  other  ex- 
treme rate  of  return  to  the  lender,  which  was  clearly  indefen- 
sible. My  decision  for  the  present  is  an  attempt  to  average 
between  these  two  extremes.  Therefore  I  placed  these  charges 
and  rates  at  a  point  where  the  larger  number  of  lenders,  who 
desire  to  co-operate  with  the  Commonwealth  in  its  new  departure 
on  this  much-discussed  subject  of  remedial  legislation,  will  take 
out  a  license  to  engage  in  the  business,  and  enable  this  office, 
by  its  supervision,  to  discover  what  will  be  the  practical  results 
of  the  rates  that  have  thus  been  established.  The  charges,  as 
well  as  the  interest,  being  based  on  this  uniform  percentage  to 
the  principal,  the  lender  now  has  no  inducement,  as  he  hereto- 
fore had,  to  "  split "  a  loan,  and  make  a  man  borrow  two  $5 
instead  of  one  $10.  because  he  could  by  law  collect  a  $2  charge 
on  a  $5  loan,  or  40  per  cent.,  while  on  a  $10  loan  he  could 
collect  only  the  same  $2  charge,  or  20  per  cent. ;  neither  has  he 
any  sufficient  inducement  to  urge  the  borrower  to  add  to  the 
amount  he  desires  to  borrow. 

The  applicant  for  a  license  at  this  office  is  furnished  with  a 
blank  application.  There  are  two  forms  of  application,  cor- 
poration and  an  individual  or  partnership.  The  applicant  re- 
ceives also  blank  forms  for  a  surety  bond  and  for  a  power  of 
attoniey,  as  required  in  the  act;  the  rules  and  regulations  thus 
far  established  by  the  supervisor ;  and  a  form  of  card  or  ticket 
to  be  used  between  the  borrower  and  lender  in  recording  the 
items  of  the  transaction,  to  be  signed  by  the  one  person  of  the 
place  of  business  making  the  loan,  which  secures  identification 
by  the  supen'isor  if  any  complaint  is  made.  In  each  place  of 
business  under  supervision  is  kept  a  book  in  which  is  recorded 
a  duplicate  of  each  transaction,  a  transcript  of  wliich  is  sent  to 
the  supervisor.  A  form  of  cash  book,  as  well  ns  a  form  of  trial 
balance  to  be  returned  to  the  supervisor  at  the  close  of  eacli  cal- 
endar month,  is  also  furnished. 

Each  place  of  business  that  has  been  placed  under  tlie  super- 
visor has  been  given  a  numbor.  "Xo.  1  was  given  to  \\\o  Tol- 
lateral  Loan  roinijany,  llie  fildest  eliartored  eorjioralimi  :  Xo.  2 
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to  the  Workiiigmen's  Loan  Association ;  ]^o.  3  to  the  Worcester 
Collateral  Loan  Association;  and  No.  4  to  the  Chattel  Loan 
Company.  The  six  agencies  of  the  Chattel  Loan  Company  are 
known  as  4-A,  4-B,  4-C,  4-D,  4-E  and  4-F.  These  places  of 
business  are  exempt  from  paying  a  license  fee  by  section  19  of 
chapter  T27  of  the  Acts  of  1911.  Then  follow  the  numbers 
which  are  paying  license  fees,  commencing  with  No.  5. 

By  the  card  system  in  the  supervisor's  office  each  number  has 
behind  it  a  card  of  a  different  color  for  each  department:  {a) 
list  of  employees;  (Z>)  abstract  of  information  on  application; 
(c)  complaints;  {d)  check  system  on  blanks  sent  out,  returned 
or  not  returned;  (e)  report  of  investigators,  etc.  Correspond- 
ence is  filed  under  a  similar  system,  so  that  the  business  of  each 
place  under  supervision  is  thus  at  hand,  either  in  condensed 
form  or  in  detail.  This  office  can  thereby  know  at  any  period 
the  total  capital  in  the  business  carried  on  under  licenses  issued ; 
the  total  amount  of  the  loans ;  the  number  of  loans ;  the  average 
size  of  the  loans ;  the  total  receipts  by  the  business  in  charges ; 
receipts  for  interest,  etc. ;  what  sums  have  been  paid  in  on  loans 
and  what  new  loans  have  been  created  between  the  periods  in  the 
reports.  The  expenses  of  the  business  are  returned  in  its  various 
subdivisions,  rent,  salaries,  advertising,  losses,  etc.  By  this 
system  supervision  in  the  matter  of  establishing  rates  and  rules 
can  be  based  on  a  knowledge  thus  to  be  obtained  of  the  practical 
workings  of  the  business  of  making  small  loans.  Under  this 
system,  with  the  returns  coming  to  the  supervisor  as  outlined, 
it  will  give  a  foundation  upon  which  to  determine,  for  future 
decisions,  what  is  an  equitable  percentage  of  flat  charge,  includ- 
ing both  interest  and  principal. 

At  present  there  are  no  collected  figures  in  existence  upon 
which  any  opinion  may  be  based  concerning  what  should  be  the 
percentage  of  cost  of  a  small  loan  to  a  borrower  which  would 
yield  to  a  lender  any  given  percentage  of  profit  on  either  loans 
or  capital  over  and  above  the  essential  running  expenses  of  a 
place  of  business  of  this  nature.  Opinions  vary  even  among  the 
lenders  as  to  what  per  cent,  gross  a  loan  should  yield  them. 
One  of  the  very  uncertain  items  is  the  percentage  of  losses  by 
the  lender.    In  the  cities  outside  of  Boston  it  seems  to  be  smaller 
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than  it  is  in  Boston;  perhaps  explainable  on  the  hypothesis 
that  the  eapacitv  or  intention  of  the  borrower  to  pay  his  loan 
would  be  better  known  to  the  lender  in  these  smaller  cities. 
The  supervisor  is  proceeding  on  the  principle  that  an  unusually 
large  profit  in  business  tends  to  make  the  lender  less  careful 
in  selecting  his  clients,  and  thus  places  upon  the  honest  bor- 
rower the  unjust  burden  of  paying  the  bills  of  those  who  fail  to 
make  payments. 

If  the  profit  be  made  too  small  by  the  State  in  its  legislation, 
direct  or  indirect,  then  the  business  will  shirk  supervision,  and 
be  regulated  only  by  being  driven  from  one  hiding  place  to 
another,  while  the  borrower  will  pay  a  higher  price  for  what  he 
desires. 

Blackstone  says,  "  Without  some  profit  allowed  by  law.  there 
will  be  but  few  lenders,  and  those  principally  bad  men  who  will 
break  through  the  law,  and  make  a  profit,  and  then  will  en- 
deavor to  indemnify  themselves  from  the  danger  of  the  penalty 
by  making  that  profit  exorbitant." 

The  business  under  supervision,  as  viewed  by  the  supervisor, 
is  one  where  credits  are  bought,  sold  or  exchanged.  Its  practical 
working,  for  illustration,  is  this:  the  borrower  exchanges  his 
credit,  which  is  not  generally  accepted,  for  the  credit  of  the 
lender,  which  for  the  consideration  received  by  the  lender  from 
the  borrower,  is  given  to  the  borrower  in  the  form  of  the  lender's 
credit  expressed  in  money  or  currency,  everywhere  accepted. 

I  make  this  observation  because  of  the  existence  of  places  of 
business  engaged  in  selling  credit  which  have  refused  to  take 
out  licenses  in  certain  cities  of  the  Commonwealth  when  re- 
quested to  do  so.  Their  ]i]an  is  to  indorse  the  note  of  the  bor- 
rower for  a  money  consideration ;  in  other  words,  they  sell  llioir 
credit.  The  common  fee  for  this  service  is  15  per  cent,  a  month. 
Having  a  note  with  their  indorsement,  the  borrower  takes  it 
not  far  off  and  usually  near  by,  and  iIktc  receives  the  cash. 
Tlif  nltiniate  jiraflical  working  of  sucli  a  ]ilan  would  clearly 
be  1o  divide  llio  charges  which  a  b(U'rowcr  inu«t  pay  to 
get  a  loan,  and  having  divided  the  charges,  a  license  may  ]ios- 
siblv  1h'  evaded  bv  a  strict  constvucliuii  t>(  tlic  Idler  of  llie  law. 


1912.]  PUBLIC  DOCUMENT  — No.  95.  9 

These  places  declare  that  they  are  not  in  the  business  of 
loaning  money,  thoy  are  merely  indorsers,  and  thus  far  they 
have  thought  their  position  so  secure  that  they  have  invited 
prosecution  in  some  cities  under  the  law  as  it  existed  previous 
to  the  establishment  of  this  oifice. 

Another  method  similar  in  its  nature,  and  equally  defiant 
in  its  evasion  of  the  spirit  of  the  law,  is  this:  the  borrower  is 
told  in  the  place  of  business.  "  We  do  not  loan  money ;  we  are 
note  brokers ;  we  buy  notes ;  "  and  the  borrower  learns  that  he  is 
to  make  out  his  note  for  $24  (to  quote  a  case  that  has  come 
under  my  observation),  and  entrust  the  note  to  the  same  indi- 
vidual, who  returns  with  $18,  having,  as  he  says,  sold  the  $24 
note  for  $18.  As  between  borrowing  $18  from  a  licensed  place 
and  giving  a  note  for  $19.80 ;  or  going  to  one  of  these  note  brok- 
ers and  giving  a  note  for  $19.80  and  receiving  cash  for  $15.00; 
the  only  difference  the  casual  observer  can  discover  is  $3  in  favor 
of  the  place  which  refuses  to  take  out  a  license,  on  the  ground 
that  he  has  been  advised  by  an  attorney  that  he  does  not  come 
under  the  law  that  provides  for  a  license. 

In  refusing  to  apply  for  a  license  from  this  office,  one  says :  — 

I  do  not  eome  under  the  law  at  all.  ...  I  buy  the  unsecured  eom- 
mercial  paper  of  salaried  people,  or  of  women  keeping  house.  .  .  . 
Under  the  "  law  of  the  merchant "  I  have  a  right  to  buy  notes  made 
by  third  parties  at  any  price  for  value  before  maturity.  I  do  not  make 
loans  direct. 

I  present  this  question  for  your  consideration.  If  any  further 
legislation  be  deemed  essential  to  make  it  clear  that  places  of 
business  which  buy  notes  and  help  to  negotiate  them  by  indorse- 
ments for  a  money  consideration  do  come  under  supervision 
and  must  take  out  a  license,  I  ask  that  the  present  Legislature 
enact  it.  The  heads  of  these  concerns  live  outside  of  this  State ; 
they  follow  the  same  plan  in  many  cities  of  this  State  and  in 
other  States,  and  benefit  by  all  the  abuses  which  developed  the 
legislation  of  last  year.  They  should  certainly  be  brought 
within  supervision  as  a  part  of  the  remedial  legislation  contem- 
plated by  the  establishment  of  this  office.  Their  operations  are 
in  violation  of  the  spirit  of  the  law.     They  should  not  be  able 
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to  evade  the  law  by  technicalities,  and  thus  do  business  in  direct 
competition  with  the  citizens  of  this  State  who,  in  a  desire  to  be 
law  abiding,  have  taken  out  a  license.  These  unlicensed  places 
can  continue  the  very  evils  which  the  law  of  last  year  seeks  to 
eliminate. 

I  ask  for  some  legislation  which  Avill  force  unlicensed  persons 
out  of  the  business  of  making  small  loans.  An  ounce  of  pre- 
vention of  this  nature  will  outweigh  a  pound  of  cure  in  the  shape 
of  the  work  necessary  to  secure  evidence  that  will  convict  all 
who  are  attempting  to  evade  a  license.  A  forfeiture  of  a  part, 
if  not  the  whole,  of  any  loan  made  by  unlicensed  persons  who 
are  subject  to  chapter  727  would  be  a  very  helpful  amendment. 
It  would  save  the  State  much  money  which  otherwise  must  be 
expended  in  proceedings  against  unlicensed  persons. 

The  provision  in  section  22.  whereby  no  assignment  or  order 
for  wages  is  valid  without  the  consent  of  the  employer,  and,  in 
the  case  of  a  married  man,  without  the  consent  of  his  wife,  is 
nullified  by  lenders  who  serve  an  employer  with  some  form  of 
paper,  —  they  have  several  kinds,  —  and  the  employer  in  his 
doubt  withholds  the  money  from  both  lender  and  employee. 
The  city  of  Boston  does  this  by  advice  of  its  law  department. 
It  accepts  a  paper  at  its  face.  The  practical  working  is  this : 
the  employee  in  his  desire  to  get  his  wages  pays  to  the  money 
lender  the  charges  on  the  note  in  cash,  and  renews  the  note  for 
principal  and  charges  for  the  month  to  follow. 

I  suggest  that  the  following  amendment  be  enacted :  — 

The  Avord  "  order  "  as  used  in  this  act  shall  include  every  instrument 
purporting  to  transfer  an  interest  in  or  an  aulhority  to  collect  the 
■wages  or  salary  of  a  person. 

I  have  provided  that  each  place  of  business  under  supervision 
shall  use  in  its  advertisement  and  on  its  papers  in  its  relations 
with  its  customers  its  official  number.  All  places  uow  adver- 
tising without  a  nuinbor  an'  oitluM-  iiiilic('iis(^(l  or  are  ])awn- 
brokers.  Pawnl»rokers  are  not  licensed  from  this  office;  conse- 
quently I  present  for  consideration  the  question  of  advisability 
of  completing  the  system  of  supervision  over  the  business  of 
making  small  loans  by  having  iho  license  to  a  ]Knviibrokcr  issue 
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from  this  office.  This  can  be  done  without  interfering  in  the 
least  with  police  supervision  of  pawnbrokers  for  police  business ; 
that  pa]-t  should  have  the  exclusive  supervision  of  the  police, 
but  returns  as  to  the  amount  of  the  loans,  etc.,  and  the  condition 
they  develop  would  complete  the  information  necessary  to  show 
the  total  amount  of  capital  engaged  in  the  business,  and  the  total 
amount  of  small  loans  in  the  State,  and  would  be  desirable 
statistics. 

If  the  pawnbrokers,  however,  are  to  be  licensed  by  the  State, 
the  size  of  the  fee  for  a  license  might  open  a  question  which  is 
even  now  being  debated.  Under  the  present  law  the  license  fee 
for  places  making  small  loans,  with  or  without  security,  cannot 
be  less  than  $100,  and  a  bond  with  a  surety  company  for  $5,000, 
costing  $25.  In  some  cities  both  fee  and  bond  have  been  nom- 
inal; in  no  place  has  the  fee  been  over  $50  or  the  bond  over 
$1,000.  Those  who  advocate  high  fees  say  it  is  desirable  to 
limit  the  number  of  places  engaged  in  the  business  of  making 
small  loans;  those  who  advocate  a  lower  fee  say  whatever  may 
be  the  fee  the  lender  must  earn  it  from  the  borrower,  and  thus 
a  higher  rate  of  charge  must  be  placed  upon  the  borrower  to  off- 
set this  item  of  expense.  The  high  fee  and  the  security  required 
to  obtain  a  bond  for  $5,000  is  discouraging  to  some  persons  who 
have  hitherto  had  a  small  business  in  some  of  the  towns  and 
smaller  cities. 

I  question  if  the  results  most  to  be  desired  through  the  re- 
medial legislation  of  supervision  would  be  decreased  if  the  fee 
for  license  was  left  to  the  discretion  of  the  supervisor,  with  the 
minimum  placed  at  $50,  and  the  minimum  bond  made  $500  or 
$1,000,  proportioned  perhaps  to  the  amount  of  capital  in  the 
business  or  the  number  or  amount  of  the  loans,  the  risk  natu- 
rally being  thus  proportioned.  With  the  provision  now  con- 
tained in  the  law  that  an  additional  bond  may  at  any  time  be 
required,  and  with  the  figures  in  the  office  of  the  supervisor,  the 
amount  and  the  character  of  the  business  could  dictate  the 
amount  of  the  bond.  The  license  fees  received  should,  of  course, 
be  ample  to  provide  for  an  efficient  administration  of  this  office. 

The  act  creating  this  office  provides  for  clerical  assistance 
and  such  "  assistants  as  he  may  designate  to  investigate  affairs 
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of  a  liceusee/'  etc.  The  only  permanent  assistant  I  now  have 
is  a  stenographer  appointed  through  the  civil  service  department. 
I  have  also  one  temporary  provisional  assistant,  whose  term  ex- 
pires February  15.  The  supervisor  is  inclined  now  to  the  belief 
that  the  efliciency  of  the  office  may  best  be  increased  by  organiz- 
ing with  such  assistants  as  may  know  thoroughly  the  particular 
field  in  which  work  is  to  be  accomplished.  In  some  distant  cities 
it  might  be  desirable  to  have  an  assistant  who  did  not  give  his 
whole  time,  but  who  could  be  easily  reached  by  complainants, 
and  through  whom  adjustment  could  be  made  and  the  case  re- 
j)orted  to  the  supervisor ;  or  the  supervisor  could  reach  him  for 
service  in  the  field  if  occasion  required,  and  pay  could  be  made 
for  service  rendered.  This  would  seem  to  give  more  immediate 
results  than  could  be  secured  by  permanent  men  traveling  from 
one  section  to  another  section  in  the  State. 

The  Legislature  in  its  wisdom  has  delegated  to  the  supervisor 
the  power  to  change  his  decisions,  or  to  change  his  rules  and 
regulations  at  any  time ;  with  this  safeguard,  both  to  the  lender 
and  to  the  borrower,  the  supervisor  fully  appreciates  his  great 
responsibility,  but  feels  earnestly  conscious  of  his  ability  to 
serve  the  common  weal. 

Many  of  the  abuses  which  have  heretofore  existed  have  been 
through  practices  established  by  custom  rather  than  from  any 
warrant  of  the  law.  These  abuses  were  possible,  and  are  possible 
at  any  time,  unless  there  is  supposed  to  be  the  watchful  eye  of  the 
law.  The  small  boy  will  not  take  his  chances  of  the  dire  penal- 
ties of  the  law  which  he  invites  when  he  throws  a  snow  ball  if  he 
sees  the  policeman;  the  supervisor  acts  as  the  policeman  in  the 
small-loan  business.  Here  is  where  the  aggrieved  may  at  once 
make  known  that  he  thinks  that  the  law  is  violated,  and  investi- 
gation will  determine  the  facts  and  furnish  the  remedy.  The 
office  would  be  essentially  serviceable  in  this  pnrticulnr  even 
if  the  rates  and  regulations  were  fixed  hy  law.  and  it  will  be 
even  more  so  witli  the  ]iowcr  wliicli  has  been  given  to  the  super- 
visor to  make  llicni  rqiii1al)le.  ^lassnchusetts  is  the  first  to  lead 
in  this  field  of  remedial  legislalion;  oilier  States  have  tried 
other  plans  with  doubtful  success. 
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The  thoughts  of  many  able  men  in  all  walks  of  life  are  now 
being  given,  and  have  been  given  for  some  time  past,  to  the  at- 
tempts to  solve  the  question  of  remedial  legislation  in  the  matter 
of  making  small  loans.  They  have  been  obliged  to  depend  very 
largely  upon  theories,  based  upon  such  few  facts  as  they  were 
able  to  obtain.  To  me  has  been  given  the  honor  of  placing 
in  operation  a  system  by  which  it  can  be  demonstrated  just  what 
is  beneficial,  and  thereby  secure  some  dependable  facts  for  gen- 
eral use.  I  shall  endeavor  by  my  work  to  justify  the  wisdom 
of  the  Legislature  in  creating  this  office,  and  the  judgment  of 
the  appointing  power  and  the  confirming  power  in  making  me 
the  Supervisor  of  Loan  Agencies.  I  welcome  the  co-operation 
of  all  those  who  are  interested  in  the  work.  I  invite  the  mem- 
bers of  the  Legislature  to  inspect  this  new  office  and  its  system. 

I  respectfully  ask  for  passage  of  an  act  providing  that  2,000 
copies  of  this  report  may  be  printed.  Inquiries  relating  to  the 
work  of  the  office  indicate  that  this  number  will  not  be  excessive. 

E.  GEKRY  BROWI^, 

Supervisor  of  Loan  Agencies. 
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COLLATERAL   LOAN   COMPAXY,   BOSTON. 

100  BoTLSTOX  Street. 

Incorporated  April  5,  1859. 

Office  hours,  9  a.m.  to  4  p.m. 

Business  authorized  by  charter  and  amendments  thereto:  "Loaning  upon  pledge  of  safe  securi- 
ties of  everj-  kind  and  upon  mortgage  of  goods  and  chattels." 


President,  William  Cobb. 


Cashier,  George  E.  Hall, 


Directors:  Fbancis  D.  Cobb,  Herbert  W.  Kimball,  John'  P.  LY^L».^•,  Willl^m 
Cobb,  George  R.  Jewett. 


John  F.  Moors,  Director  for  Stale. 


Robert  F.  Clark,  Director  for  City  of  Boston, 


Balance  Sheet,  Oct.  31.  1911. 


Cash,    . 
Loans,  . 
Expense, 
General  interest. 
Tax,      . 


Assets. 


S19,280  32 

1,211,800  39 

23,734  46 

143  62 

18,378  25 


Sl,273,337  04 


Capital  stock. 
Reserve  fund. 
Notes  payable, 
Auction  reserve. 
Interest, 

Unpaid  dividends. 
Profit  and  loss, 


Liabilities, 


S500,000  00 

500,000  00 

40,000  00 

9,138  60 

117.106  27 

124  00 

106,968  17 

§1,273,337  04 


Number  of  loans  for  1911,     . 

Average  amount  of  loans, 

Number  of  loans  SID  and  under,    . 

Longest  credit  given,    .  .    '      . 

Average  length  of  credit  taken  bj'  pledgers. 

Total  amount  loaned  out  during  year  1911, 

Total  amount  of  loans  paid  in  same  period. 

Dividends  paid  in  the  year, 

Percentage  of  forfeited  pledges  sold  at  auction  in  tl 

Number  of  loans  settled  for  ten  cents  charge  during 


e  year, 
year  1911 


105,099 

$26.06 

50.864 

20  months. 

5J  mouths. 

52,739,266.16 

§2,651,037.83 

10  per  cent. 

1.35 

10,565 


WORKINGMEN'S  LOAN  ASSOCIATION,  BOSTON. 

1  Beacon  Street.  Rooms  65,  67,  68. 

Incorporated  March  8,  1SS8. 

President,  Francis  B.  Sears.  Treasurer,  Robert  Treat  Paine,  2d. 

Vice-President,  Henry  B.  Cabot.  Clerk,  Arthur  Lyman. 

Other  Directors:  Edmund  Billings,  Henry  B.  Cabot,  Arthur  S.  Johnson,  Joseph  Lee.  Arthur 
Lyman,  Herbert  Lyaun,  John  F.  Moors,  Robert  Treat  Paine,  John  H.  Storer. 


Samuel  Carr,  Director  for  State. 


George  E.  Curran,  Director  for  City  of  Boston. 


Jyoans,  . 
Expcnso, 
CaHh  on  hand. 
One-half  Stale  tax. 


Balance  Sheet,  Oct.  31,  1011. 


$215,705  04 
1,.308  79 
7,810  61 
1,232  69 


$226,063  03 


Liabilities. 


Capital  stock, 
Profit  and  loss. 
Interest, 

Undivided  profits, 
l^isk  fund. 
Guaranty  fund, 


$125,000  00 

593  15 

2,.SS1  40 

4,122  92 

8.443  97 

8."),.'>21   59 


$226,063  03 


Total  numbnr  of  loans  (estimated),         .... 

AvcniKc  amount  of  finch  loan  (catimatod). 

Number  (if  Idiuih  $10  and  under,    ..... 

LonncMl  credit  rIvoii,    ....... 

AveniEo  leiiRtli  i)f  nredit  taken  by  plednerH,     . 
Total  iiinimnl  Irianed  out  ilurinK  year  eiidinK  Oct.  ,')1,  1011, 
Toldl  ainoitiil  (if  loaiiH  )miil  in  Haino  period,     . 
Dividcnd.H  paid  in  Ihu  year,  ..... 


•1,000 

5-1 

None. 

1  year  and  8  months. 

botwoon  1  and  2  years. 

.      $183,477.00 

.      $181,707.08 

6  jwr  cent. 


1912.1 


PUBLIC  DOCUMENT  — No.  95. 


15 


WORCESTER  COLLATERAL   LOAN   ASSOCIATION,  WORCESTER. 

Slater  Building,  Room  518. 

Incorporated  April  17,  1896. 

Office  hours,  9  a.m.  to  5  p.m.  except  Saturdays,  9  a.  m.  to  1  p.m. 

Business  authorized  by  charter:  "  For  the  purpose  of  loaning  money  upon  pledge  or  mortgage 
of  goods  and  chattels,  or  safe  securities  of  every  kind." 


President,  A.  L.  D.  Buxton. 


Treasurer,  Charles  E.  Burnham. 


Directors:  Henry  L.  Parker,  Charles  E.  Burnham,  George  E.  Copeland,  A.  L.  D.  Bux- 
ton, Lyman  A.  Ely. 


John  T.  Brierly,  Director  for  State. 


Daniel  Parun,  Director  for  City  of  Worcester. 


Balance  Sheet,  Oct.  31,  1911. 


Assets. 

Liabilities, 

Cash 

$6,887  49 

Capital  stock. 

$70,200  00 

Pledge  loans, 

14,191  26 

Guaranty  fund, 

11,000  00 

Foreclosed  pledges, 

1,270  36 

Auction  reserve. 

2,000  00 

Mortgage  notes,  recorded, 

67,067  65 

Insurance  fund. 

2,000  00 

Suspense  account,  . 

808  70 

Fire  risk  fund. 

755  63 

Office  furniture, 

1,017  GO 

Bad  debt  fund, 

133  50 

State  tax,       . 

1,258  68 

Undivided  profits, 

7,559  16 

Foreclosed  furniture. 

1,147  15 

$93,648  29 

$93,648  29 

Revenue 

Account. 

Disbursements 

Receipts. 

Dividends,     . 

$4,914  00 

Interest  on  loans,    . 

$12,643  99 

General  expense,     . 

5,742  11 

Bank  interest, 

58  61 

United  States  tax, 

17  16 

Expense  receipts,    . 

2,457  04 

State  tax. 

1,258  68 

Fire  risk. 

41  10 

Cost  of  loans, 

1,885  90 

Furniture  depreciation,    . 

221  21 

Bad  debts, 

487  62 

Surplus  earnings,    . 

674  00 

$15,200  74 

$15,200  74 

Total  loans  made. 
Loans  under  SIO, 
Longest  credit  granted, 
Average  credit  used. 
Amount  of  loans  12  months. 
Repaid  loans  12  months, 


Mortgage 
Department. 


4  years. 

3  years. 

$47,005 .  01 

5447,158.46 


Pledge 

Department. 

988 

375 

12  months. 

6  months. 

$21,613.91 

$20,791.26 
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CHATTEL   LOAN    COMPANY,    BOSTON. 
257  Washington  Street,  Rooms  9,  10. 

Incorporated  May  16,  1907. 

Amended  chap.  230.  190S;  chap.  400,  1909. 

Office  hours,  9  a.m.  to  5.30  p.m. 


Agency  257  Washington  Street. 
Agency  178  Washington  Street. 
Agency  523  Washington  Street. 
Agency  630  Washington  Street. 
Agency  611  Washington  Street. 
Agency  10  State  Street. 


Office  hours,  9  a.m.  to  5.30  p.m. 
Office  hours,  9  a.m.  to  5.30  p.m. 
Office  hours,  S.30  a.m.  to  6  p.m. 
Office  hours,  9  a.m.  to  6  p.m. 
Office  hours,  9  .\.m.  to  6  p.m. 
Office  hours,  8.30  a.m.  to  6  p.m. 


Business  authorized  by  the  charter:  "  For  the  purpose  of  loaning  money  upon  pledge  or  mort- 
gage of  personal  property,  or  upon  safe  security  or  securities  of  any  kind,  that  may  be 
approved  by  the  board  of  directors." 


President,  Daniel  W.  Mowles. 


Treasurer,  Allan  A.  Hooker. 


Directors:  Edward  R.  Tolfhee,  D.*.xiel  W.  Mowles,  Allan  A.  Hooker. 
Albert  S.  Apsey,  Director  Jot  Stale.  John  D.  Mvrks,  Director  for  City  oj  Boston. 


BAL.4.NCE  Sheet,  Oct.  31,  1911. 


Loans  outstanding. 
Expense  account,  . 
Due  from  agents,    . 


Assets. 


550,128  45 

2,977  25 

30,787  77 

S83,893  47 


Profit  and  Loss  Account  for  the  Year  ending 
Oct.  31,  1911. 

Credits. 
Interest,         ....  S7,098  99 

Fees,     .....  76,427  50 

Balance   of   account   Oct.    31, 

1911 4,271  14 


Debits. 
Expenses  charged  oflf. 
State  tax  charged  off. 
Loans  charged  otf, 
Paid  to  agents. 

Balance  of  account    Oct.   31, 
1911 


.587,797  63 


S43,427  76 

1,281  66 

12,417  84 

24,754  15 

5,916  22 

$87,797  63 


Capital  stock. 
Interest, 
Profit  and  loss. 


Liabilities. 


S75,000  00 
5,276  57 
3,616  90 

583,893  47 


Receipts  and  Disbursements  for  the  Year  ending 
Oct.  31,  1911. 


Receipts. 


Interest  on  loans. 
Fees,     . 
Loans  repaid. 
From  agents. 
Paid  by  agents. 


Disbursements. 
Expenses, 
State  taxes,   . 
Commission  to  agents. 
Amounts  loaned,     . 
Expenses  of  agents. 
Advances  to  agents, 


S7.00S  14 

76,427  50 

616,512  73 

24,134  43 

12.417  84 


$736,590  64 

$4,172 

25 

1.281 

m 

37,171 

99 

623,921 

46 

39,25.-> 

51 

30.787 

77 

$736,590  64 


Total  numbnr  of  loans, 

Average  aninunt  of  each  loan. 

Numlxir  of  loans  .§10  and  uniler,    . 

Ixtngest  credit  given,    .... 

Average  length  of  credit  taken  by  pledgers. 

Total  amount  loaned  out  d\iring  .vear,    . 

Total  amount  of  loans  paid  in  same  p<Tiod, 

DividciidH  paid  during  yeor. 

Number  of  forfeited  pledges  sold  at  auction  during  ycjar, 


44,064 

$13.83 

16.379 

1  year. 

43  tk-ws. 

$623,921.40 

$628.930.. "i? 

None. 

None. 
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REPOET. 


Office  of  the  Supervisor  of  Loan  Agencies, 
6  Park  Street,  Dec.  26,  1912. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
727,  Acts  of  1911,  I  have  the  honor  to  submit  this,  my  second 
report. 

Following  my  first  report,  which  was  made  one  week  after  the 
formal  opening  of  the  office,  80  licenses  were  issued  for  the  license 
year  ending  Sept.  30,  1912.  The  Boston  Collateral  Loan  Com- 
pany, the  Workingmen's  Loan  Association  of  Boston,  the  Worces- 
ter Collateral  Loan  Association,  and  the  six  agencies  of  the 
Chattel  Loan  Company  of  Boston  were  under  supervision  and 
exempt  from  the  license  fee  by  the  act  creating  the  office.  The 
total  number  of  places  under  supervision  was  89;  of  these  80 
paid  the  license  fee  of  $100,  or  a  total  of  $8,000  paid  to  the  Treas- 
urer and  Receiver-General  for  the  year  ending  Sept.  30,  1912. 

For  the  license  year  ending  Sept.  30,  1913,  I  have  at  the  date  of 
writing  this  report,  December  26,  issued  97  licenses  at  $100  each, 
and  paid  to  the  Treasurer  $9,700.  The  number  exempt  from 
license  fee  remains  the  same.  One  hundred  and  one  places  en- 
gaged in  the  business  of  making  small  loans  are  now  under  super- 
vision.   The  list  appears  at  the  end  of  the  report. 

The  amount  of  money  received  and  paid  over  to  the  Treasurer 
by  this  office  is  $17,700;  the  total  expense  of  the  office  at  the 
close  of  the  fiscal  year,  Nov.  30,  1912,  as  shown  by  the  Auditor's 
books  is  $7,547.36.  Up  to  date  the  office  is  more  than  self- 
supporting.  The  treasury  of  the  Commonwealth  has  received 
$10,152.64  more  than  it  has  been  called  upon  to  pay  out  for  the 
expenses  of  the  ofiice. 
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The  appropriation  for  the  fiscal  year  was  810,000;  expended, 
$7,547.36;  unexpended  of  the  appropriation,  S2,4o2.64. 

The  supe^^•iso^  found  at  the  beginning  of  his  investigation  that 
the  business  of  small  loans  was  conducted  in  a  loose,  haphazard 
way,  with  no  uniform  system.  In  some  cases  it  was  on  the  plan 
of  taking  anything  you  can  get  and  all  you  can  get  whene^•e^  you 
can  get  it. 

The  lenders  varied  greatly  in  their  opinions  as  to  what  was 
the  percentage  of  cost  which  should  be  allowed  for  carrying  on 
their  business  when  that  cost  was  related  to  the  dollar  loaned; 
that  is,  how  much  should  each  dollar  of  a  loan  be  charged  to  earn 
the  expense  incurred  in  a  legitimate  method  of  lending  and  collect- 
ing that  dollar.  The  lenders'  unit  of  calculation  appeared  to  be 
the  borrower,  not  the  dollar;  their  standard  was  the  cost  of 
obtaining"  and  carrying  a  borrower.  The  value  of  advertising,  for 
instance,  with  some  was  estimated  by  the  number  of  new  bor- 
rowers obtained,  the  per  capita  cost,  and  not  by  the  additional 
amount  loaned  as  the  result  of  the  advertising. 

Supervision  necessitated  a  system;  an  orderly  procedure;  a 
uniformity  of  rates;  an  application  of  rules  and  regulations 
without  any  favoritism;  the  just  protection  of  both  borrower 
and  lender,  to  the  end  that  the  business  under  su])ervision  might 
take  the  helpful  place  it  should  hold  in  social  work. 

Necessity  of  Supervision. 
At  the  time  of  the  establishment  of  this  office,  and  jirior  thereto, 
a  condition  of  affairs  existed  whereby  the  borro^^e^  in  too  many 
instances  was  completely  in  the  power  of  the  lender.  The  bor- 
rower was  forced  to  pay  not  only  what  the  lender  might  legally 
rcfiuire,  but  also  to  make  contracts  and  to  obligate  himself  to 
]);i\'  fees  and  cliargcs  for  wliich  tlicrc  was  absolutely  no  warrant 
in  law.  On  the  contrary,  the  law  could  clearly  be  intcr])rcted  as 
dcnxing  these  charges;  but  the  borrower  knew  little  of  tlu>  law 
and  less  of  his  rights,  and  the  o]>iior(uiiit y  to  know  much  of  either 
was  destroyed  by  the  ])ressing  necessity  of  his  condition.  Doc- 
uments ])urporting  to  be  legal  in  their  wording  were  served  upon 
eiiii)loyers,  who,  not  knowing  what  to  c\])ccl.  withheld  the  money 
(hie  I  he  borrower  for  wages  or  salary  and  t  Iicrclty  was  acconiphslicd 
exactly   what    the  lender  desired  in  ser\  ing  the  jtaper.     The  bor- 
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rower  made  an  arrangement  with  the  lender  which  practically 
in  all  eases  included  the  giving  of  a  new  note  and  the  paying  of 
the  interest  and  charges  which  the  lender  demanded  as  his  due. 

The  Old  Paper  Charge  System. 
In  this  field  of  the  abuse  of  the  spirit  of  the  law,  the  supervisor 
determined  he  could  accomplish  valuable  service.  The  custom 
prevailing  affected  the  borrower  as  follows:  section  60  of  the 
Revised  Laws  permitted  a  charge  of  $3  on  a  loan  of  $30,  and  $2 
on  a  loan  of  SIO  or  less,  as  the  "expense  of  making  and  securing" 
the  loan,  and  such  amount  was  not  to  be  counted  as  a  part  of  the 
interest  of  such  loan;  therefore  if  a  borrower  presented  himself 
to  an  office  and  desired  to  borrow  $30  he  would  be  obliged  to 
pay  in  addition  to  his  interest  per  month  a  paper  charge  of  $3. 
He  would  discover  that  the  longest  time  for  which  he  could  borrow 
the  $30  would  be  for  one  month.  At  the  end  of  the  month,  if  he 
desired  to  again  borrow  the  money,  he  would  be  expected  to  pay 
the  paper  charge  of  $3;  this  is  at  the  rate  of  10  per  cent,  for  the 
paper  charge  in  addition  to  the  interest  to  be  paid.  If  the  borrower 
happened  to  enter  one  of  a  chain  of  offices  he  would  find  that  his 
credit  was  good  for  only  one  $10  in  that  office,  but  that  he  could 
borrow  $10  in  another  office,  and  the  third  $10  in  a  third  office, 
the  addresses  of  which  would  be  furnished  in  the  original  office. 
The  paper  charge  as  permitted  by  the  statute,  as  already  quoted, 
was  $2;  if  the  borrower  accepted  these  terms  he  would  be  pay- 
ing, in  addition  to  the  interest,  20  per  cent,  per  month  upon  the 
money  borrowed  as  a  paper  charge.  When  this  large  rate  had 
driven  him,  as  it  inevitably  would,  into  inability  to  continue 
making  such  a  high  payment  for  the  use  of  the  money,  he  would 
find  his  credit  restricted  to  $5  in  each  of  six  offices;  in  each  one 
of  these  six  offices  he  would  be  obligated  to  pay  a  monthly  paper 
charge  of  $2  on  $5,  which  is  40  per  cent,  per  month  or  480  per 
cent,  a  year.  Furthermore,  the  lender  to  evade  the  provisions  of 
the  statutes,  whereby  the  legal  charges  for  collections  could  not 
be  placed  upon  so  small  an  amount  as  $5,  had  created  a  form  of  a 
note  which  was  in  general  use  in  all  offices.  It  obligated  the 
borrower  to  agree  to  pay  all  expenses  and  an  attorney's  fee,  which 
in  some  cases  was  stated  to  be  $5,  in  others  $10  and  occasionally 
as  high  as  $25. 
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This  is  an  illustration  of  the  "paper  charge"  and  "split-loan" 
evil  which  was  presented  so  strongly  to  the  Legislature  when  the 
act  creating  this  office  was  passed.  The  paper  charge  is  always 
capable  of  abuse,  even  when  supervision  is  vigilant.  This  report 
suggests  how  the  evil  may  be  minimized  and  brought  under 
control. 

Split  Loans. 
This  evil  of  split  loans  was  clearly  in  violation  of  the  spirit  of 
the  statute,  though  conforming  to  the  letter.  The  supervisor 
was  forced  to  give  considerable  thought  to  the  subject  before  he 
developed  a  system  designed  to  destroy  the  split-loan  scheme. 
The  possibilities  for  the  splitting  of  loans  did  not  exist  to  such 
an  extent  w'here  the  loans  exceeded  $30,  except  in  so  far  that 
the  loan  could  be  divided  and  placed  in  the  20  per  cent,  per  month 
or  40  per  cent,  per  month  class.  For  loans  above  $10  the  statutes 
permitted  a  charge  which  seemed  to  average  about  10  per  cent, 
of  the  sum  loaned;  he  concluded  that  he  would  not,  to  any  large 
extent,  .disturb  the  income  pertaining  to  the  business  of  secured 
loans  for  large  amounts,  —  in  this  field  complaints  had  been 
exceedingly  few  in  number,  —  but  for  the  purpose  of  observation 
and  study  he  would  establish  a  percentage  system  of  paper  charges. 
By  a  system  of  returns  to  the  office  of  amounts  received  from 
interest  on  a  percentage  basis,  and  for  amounts  recei\ed  for 
charges  on  a  percentage  basis,  he  could  at  the  end  of  the  license 
year  relate  the  income  and  the  expenses  of  each  and  all  of  the 
offices  in  Massachusetts  to  the  business  transacted  during  the 
period  of  their  license  by  percentages.  Such  figures  collected  and 
published  were  thought  to  be  among  the  best  results  \\iru-li  he 
could  give  the  Legislature  as  the  result  of  his  work. 

Split-loan  Evil  killed. 
Furthermore,  tliis  ])ercentagc-(li:irgo  system  eflVftunlly  killed 
the  split-loan  e\  il.  The  paper  charge  being  a  percentage  related 
to  the  princii)ul  siiiii  which  the  borrower  sought  to  obtain,  and 
always  the  same  ])crccntag(\  tiio  lender  gaiiu^d  iiolhiug  by  (li\i{ling 
llic  l(>;iii  into  one,  two  or  llircc  ]);irls;  nor  was  ;i  loan  ollicc  interested 
in  getting  the  borrower  into  as  many  offices  as  jiossible,  thereby 
increasing  the  cost  of  doing  the  small   loan   business.     Super- 
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vision  has  killed  the  240  per  cent,  and  480  per  cent,  per  annum 
business  on  small  loans;  that  much  means  a  great  volume  to 
the  borrower  and  to  the  general  morality  of  the  whole  business 
of  making  small  loans. 

The  Rates  used. 

The  rate  established  by  the  supervisor  on  loans  of  $10  or  under 
required  for  one  month  is  "a  flat  charge  of  15  per  cent.,  to  include 
all  charges  of  whatever  name  or  nature,  and  payment  of  said 
loan  shall  not  be  enforced  within  six  weeks  from  the  date  of  bor- 
rowing; the  borrower  shall  have  the  privilege  of  returning  the 
sum  in  weekly  payments  if  he  desires,  in  which  case  the  only 
additional  cost  to  the  borrower  will  be  3  per  cent,  per  month  on 
portions  of  principal  remaining  unpaid."  If  the  borrower  takes 
advantage  of  the  rule,  which  is  always  printed  on  his  contract- 
slip  which  must  be  given  to  him  under  the  rule  by  the  lender, 
he  can  hold  the  money  for  six  weeks;  this  would  be  a  10  per  cent, 
payment  for  charges  and  he  can  at  any  time  commence  the  pay- 
ment of  $1  a  week  until  his  debt  is  paid.  •  In  such  cases  the  lender 
receives  for  the  business  involved  from  beginning  to  end  in  this 
transaction  something  less  than  5  per  cent,  per  month. 

For  paper  charges  on  other  amounts  the  rules  provide  that  the 
charge  shall  not  be  imposed  upon  a  borrower  more  often  than 
once  in  four  months  in  the  case  of  a  secured  loan,  or  three  months 
in  the  case  of  an  unsecured  loan.  These  charges,  if  thus  limited 
and  divided  and  spread  over  the  periods  mentioned,  and  added 
to  the  rate  of  interest  also  provided,  would  bring  an  average  as 
contemplated  by  the  supervisor  somewhere  in  the  neighborhood 
of  5  per  cent,  per  month. 

Foundation  for  Decision. 
The  supervisor  was  attracted  to  this  figure  because  he  found 
that  in  the  testimony  given  to  the  Legislature,  disinterested 
parties,  who  seemed  ably  competent  to  give  information  without 
prejudice,  had  named  this  sum  as  being,  in  their  opinion,  the 
sum  which  the  business  of  small  loans  without  security  must  be 
given  if  the  unsecured  business  was  to  be  conducted  in  the  open 
field  and  on  a  reputable  basis  for  the  borrowing  public.  Among 
those   who   gave  testimony   of  their  practical   experience   were 
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Police  Commissioner  Mr.  Stephen  O'Meara,  and  his  attorney 
Mr.  Leo  Rogers,  of  the  police  commission  of  the  city  of  Boston, 
who  were  my  predecessors  in  supervising  this  business  for  the 
city  of  Boston. 

An  error  of  judgment  could  have  destroyed  the  business  of  the 
money  lender.  The  supervisor  reasoned  that  if  the  Legislature 
had  intended  to  destroy  the  business  it  could  have  accomplished 
it  without  the  aid  of  a  supervisor,  but  in  establishing  supervision 
it  intended  to  initiate  a  system  that  would  develop  even  and 
exact  justice  for  both  borrower  and  lender.  This  is  the  policy  of 
the  Commonwealth  for  all  within  its  jurisdiction.  Thus  in- 
fluenced, the  conclusions  were  embodied  in  the  rules  and  regula- 
tions and  were  given  out  as  a  system  on  which  the  business  should 
be  conducted.  Then  supervision  commenced,  and  it  has  con- 
tinued to  carefully  study  the  practical  workings  of  the  business 
under  such  a  system. 

Results  obtained. 
It  is  a  self-evident  fact  that  any  business  will  naturally  seek 
the  channel  which  renders  the  largest  possible  return,  and,  there- 
fore, a  large  share  of  the  business  had  drifted  into  these  very 
small  loans  of  $5  and  $10.  It  is  interesting  to  see  just  what  has 
been  the  result  of  the  supervision  system.  It  can  be  computed 
from  two  sources;  one  from  the  returns  of  the  Chattel  Loan 
Company.  The  charter  of  this  comj)any,  with  the  amendments 
which  had  been  made  to  it  preceding  the  passage  of  the  act  of 
supervision,  contains  the  provision  that  the  company  should  be 
governed  in  its  charges  by  section  60.  This  com]iany  persistently 
maintained  that  the  act  of  1911  did  not  limit  or  curtail 
its  chartered  rights  and  privileges  which  existed  at  the  time  of 
the  passage  of  chapter  727  of  the  Acts  of  1911.  Tlieir  contention 
has  been  denied  by  the  Supreme  Court;  the  dcH-ision  is  herein 
printed  under  "Legal  Proceedings."  If  their  contention  had 
been  upheld  they  could  have  continued  to  eliarge  S2  a  month 
or  $24  a  year  for  a  loan  of  8").  and  the  borrower  would  owe  the 
S5  and  eontiTiue  the  $2  a  month  ])ayiiient.  I'nder  the  sn]>ervision 
rule  three  of  these  ])ayments  will  extinguish  the  debt.  Having 
forced  this  company  to  file  their  returns  they  show  that  in  their 
business  they  made  S,493  loans  of  $10  and  i!,?.");;  loans  of  $5, 
amounting  to  S12S,1S7  in  six  months.     If  thos(>  Io;ins  h;ul  been 
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made  under  the  rules  of  this  office  their  income  would  have  been 
decreased  by  $8,938.75  in  six  months.  In  the  other  places  under 
supervision  the  number  of  loans  of  a  similar  nature  was  18,486 
for  $10  loans  and  7,474  for  |5,  which  if  they  had  been  made  under 
the  old  system  prevailing  at  the  time  the  office  was  established 
would  have  amounted  to  $274,150.  This  is  a  saving  of  $18,585 
to  the  borrowers  of  these  small  amounts.  The  loans  of  $5  and 
$10  would  represent  at  least  $50,000  a  year  saving  to  the  borrower. 
The  ruling  decreases  the  income  of  some  offices  more  than  $4,000 
a  year. 

Unauthorized  Fees  abolished. 

The  rules  abolished  all  contracts  of  whatsoever  name  or  nature 
that  provided  for  fees  or  charges  for  default  or  alleged  attorney's 
fees.  The  supervisor  based  his  determination  in  this  particular 
on  that  portion  of  section  60  of  chapter  102  which  says,  "A  greater 
amount  than  is  above  specified  shall  not  be  taken  for  such  pur- 
pose, and  any  money  paid,  promised  or  taken  in  excess  of  said 
amount  shall  be  deemed  to  be  interest."  The  amount  saved  by 
this  rule  to  the  borrowing  public  cannot  be  estimated.  That  it 
had  a  large  income  value  to  the  lenders  was  very  evident  to  the 
supervisor  from  the  persistency  with  which  they  sought  to  have 
the  supervisor  rescind  his  determination  and  permit  the  custom 
which  had  so  long  prevailed  to  be  continued. 

The  Figures  returned  analyzed. 

For  the  eight  months  ending  Sept.  30,  1912,  by  the  system  out- 
lined there  came  to  the  supervisor  weekly  reports  of  loans  made 
in  places  under  supervision  where  the  rates  allowed  by  this  office 
were  used.  Many  of  the  applications  for  licenses  were  made 
during  the  weeks  intervening  between  the  opening  of  the  office 
and  March  1,  and  therefore  the  returns  for  the  six  months  pre- 
ceding the  close  of  the  license  year  are  made  the  basis  for  the 
statistics  and  the  deductions  therefrom  in  this  report.  The  only 
exceptions  will  be  in  the  case  of  chartered  companies,  when  at- 
tention will  be  directed  to  the  fact  that  the  business  of  the  whole 
year  is  under  consideration. 

At  the  end  of  the  license  year,  Sept.  30,  1912,  in  the  89  places 
under  supervision,  the  total  amount  of  capital  or  money  invested 
in  the  business  is  $2,510,587.48,  and  the  total  amount  of  loans 
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outstanding  is  $3,154,889.11.  These  two  totals  include  the  four 
companies  having  special  charters  by  legislative  enactment. 

The  total  number  of  loans  made  was  151,037  for  a  total  amount 
of  $3,861,349.76.  The  number  of  licenses  issued  for  the  current 
year  has  been  increased  by  27. 

In  the  tabulations  the  places  under  supervision  have  been  classed 
as  follows:  offices  of  chartered  loan  companies;  the  offices  doing 
a  business  of  secured  loans  only;  the  offices  doing  a  business  of 
unsecured  loans  only;  and  the  offices  doing  a  mixed  business  of 
secured  and  unseciued  loans.  The  class  treated  as  unsecured 
would  be  defined  as  offices  which  loan  money  on  wages  or  salaries 
with  no  other  security  than  the  note  of  the  borrower,  or,  occa- 
sionally, an  assignment  or  order  in  some  form  which  is  ruled  to 
be  invalid  unless  it  contains  the  limitations  imposed  in  section 
22  of  the  act  creating  this  office. 

In  the  ten  offices  constituting  the  secured  class,  3,211  loans 
were  made  in  the  six  months  ending  September  30  for  a  total 
amount  of  §146,593.49;  in  the  thirty-one  offices  making  up  the 
unsecured  class,  27,420  loans  were  made  for  a  total  of  §521,977.14; 
in  the  secured  and  unsecured  class  (mixed  offices)  twenty-nine 
offices  made  16,875  loans  of  a  total  of  $633,228.87;  a  total  of 
47,506  loans  and  a  total  amount  of  $1,301,799.50;  of  this  total 
25,960  loans  were  made  for  a  loan  of  $10  or  under. 

The  Chattel  Loan  Company  made  23,660  loans;  total  amount, 
§364,560.45,  of  which  12,246  loans  were  for  §10  or  under. 

The  number  of  loans  made  by  the  Boston  Collateral  Company, 
the  Workingmen's  Loan  Association  and  the  ^Yorcester  Collateral 
Loan  Association,  for  the  year,  was  80,404  for  the  total  amount 
of  §2,194,989.81. 

The  grand  total  is  151,037  loans,  made  for  the  amount  of  $3,- 
861,349.76,  and  the  amount  September  30  outstanding,  §2,284,505, 
is  an  increase  of  §303,438  during  the  terms  mentioned,  in  part  ac- 
counted for  by  the  addition  of  the  returns  of  additional  places  of 
business  coming  under  sujjcrvision. 

This  office  has  rccpiired  in  addition  to  the  weekly  returns  a 
nionllily  luilancc  sheet  at  the  end  of  the  month.  For  the  full 
term,  ending  Se])1<'iiili(T  iiO,  an  annual  return  has  been  filed.  This 
furnished  tlie  oMice  with  details  of  assets  and  liabilities;  loans 
at  tiie  beginning  of  the  term,  at  the  end  of  the  term,  and  those 
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made  during  the  term  in  number,  amount,  and  whether  secured  or 
unsecured;  details  of  expenses,  —  wages,  salaries,  rent,  advertising, 
telephone,  travel,  recording  and  other  fees  paid;  details  of  sums 
received  for  interest,  for  charges  or  fees,  and  for  repayment,  etc.; 
list  of  employees  and  amount  of  wages  paid;  list  of  salaries  and 
amount  paid;  dividends  and  surplus  if  a  corporation;  and  a  list 
of  all  loans  on  Avhich  no  payment  has  been  paid  for  the  four  months 
preceding  September  30. 

Workingmen's  Loan  Association. 

The  Workingmen's  Loan  Association  (incorporated  1888) 
received  $26,087  in  interest;  its  rate  is  1  per  cent,  a  month.  Its 
total  expenses  as  returned  for  the  same  period  are  $34,465.99; 
its  fees  and  charges,  $8,154.23;  its  outstanding  loans,  $210,245. 
Its  expenses  related  to  the  outstanding  loans  show  an  equivalent 
of  1.36  per  cent,  per  month.  One  per  cent,  per  month  would  not 
defray  its  expenses.  About  one-half  of  its  expenses  are  found  in 
the  three  items  of  rent,  wages  and  salaries,  —  rent,  .07;  wages, 
.26;   salaries,  .19;  total,  .52  per  cent,  for  the  three  items. 

This  company  has  all  the  efficiency  which  can  be  gained  from 
its  twenty-four  years  of  experience  in  the  business  of  making 
small  loans.  It  is  very  careful  and  conservative  in  making  its 
loans.  Those  whom  it  rejects  are  obliged  to  go  elsewhere  and  to 
pay  larger  rates;  but  they  obtain  the  loan  they  are  seeking.  The 
company  has  4,010  loans  outstanding  within  a  radius  of  a  few 
miles  of  Boston.  Its  policy  is  to  have  a  repayment  on  install- 
ments, —  a  gradual  reduction  of  the  indebtedness.  It  has  made 
only  11  foreclosures  in  the  license  year,  and  in  9  of  these  there 
was  no  other  solution;  the  property  was  either  abandoned  or  a 
sale  was  requested.  It  pays  for  rent,  $136;  wages,  $553,  with 
8  employees  averaging  $17  a  week;  salaries  for  two  persons 
averaging  about  $25  a  week.  It  is  a  member  of  the  Remedial 
Loan  Association  of  the  United  States. 

Worcester  Collateral  Loan  Company. 

The  Worcester  Collateral  Loan  Company  (incorporated  1896) 

received  for  interest  $13,198.84,   for  charges,   $2,468.13;    total 

income,  $15,666.97.    Loans  outstanding  at  the  end  of  the  year 

),793.29.     We  have  figured  the  outstanding  loans  at  $81,000. 
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Its  established  rate  of  interest  is  13^  per  cent,  per  month.  Its 
expenses,  figuring  a  dividend  on  the  capital  stock  therein,  were 
$14,244.84,  a  percentage  of  1.45  per  month.  If  this  company  de- 
pended wholly  on  its  income  from  interest  it  would  have  a  deficit 
equivalent  to  .15  per  cent,  per  month  on  its  outstanding  loans. 

With  its  income  from  interest  and  its  charges,  S2,468.13,  it 
carried  a  balance  to  undivided  profits  of  SI, 142. 13.  The  per- 
centage of  its  expenses  in  the  three  items  of  rent,  wages  and 
salaries  is  as  follows:  rent,  .08;  wages,  .29;  salaries,  .22.  Rent 
is  SG4.91;  wages,  S237  for  three  employees  averaging  about  820 
a  week.  Salary  is  S45.  This  company  is  a  member  of  the  Remedial 
Loan  Association. 

Both  of  these  companies  made  loans  on  security  only.  Be- 
cause of  all  of  the  conditions  attending  their  management  we  A\'ill 
use  them  as  a  standard  for  comparison  with  the  conditions  obtain- 
ing in  other  places  under  supervision.  We  will  compare  these 
items  with  figures  representing  the  monthly  average  of  the  license 
term.  This  was  found  necessary  because  some  of  the  places  were 
licensed  in  advance  of  the  others.  In  the  expense  calculations 
which  follow,  the  losses,  dividends  on  capital  stock,  etc.,  are 
not  included. 

Ten  Offices  loaning  only  on  Security. 

There  are  ten  other  places  under  super^•ision  which  make  loans 
only  on  security;  five  of  these  places  are  in  Boston  and  five  are 
outside  of  Boston.  The  amount  of  the  outstanding  loans  in  all 
of  these  companies  is  $111,362.10,  one-third  more  than  is  repre- 
sented in  the  Worcester  company;  the  average  is  $11,130.21  per 
office.  In  Boston  the  expense  represents  a  sum  equivalent  to 
3.28  per  cent.;   outside  of  Boston  it  is  2.14  per  cent. 

Analyzing  tlic  cx]>enses  in  the  three  ])rincii)al  items  as  returned, 
and  (;()mi)uring  them  with  Worcester,  shows  that  rent  is  .2;>  per 
cent.,  whicii  is  .15  per  cent,  larger;  wages  are  .(iO  ])cr  cent.,  wiiich 
is  .31  per  cent,  larger;  and  salaries  1.22  ])er  cent.,  which  is  1  ])er 
cent,  larger.  The  Worcester  company  i)ays  S()4.91  rent  for  one 
office;  tlic  ten  c()ni])aiiies  ]r,iy  a  total  of  8257. IC)  for  rent.  Worces- 
ter h;is  three  employees  whose  wages  are  8237;  iUv  ten  com- 
panies have  fourteen  emjjloyec^s  whose  wages  are  8()()7.S1.  The 
Worcester  salary  li.st  is  8179;  the  ten  eomi)anies  have  a  salary  list 
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of  $1,361.56  distributed  among  eleven  persons,  eleven  times  as 
many  as  in  the  Worcester  list. 

These  comparisons  show  in  part  why  the  interest  rate  on  loans 
must  be  so  high  that  they  invoke  the  criticism  of  the  borrower 
or  the  reformer.  It  points  the  way  to  a  remedy  which  is  not  to 
be  found  in  an  attempt  to  cover  up  the  conditions  or  to  limit  the 
rate  by  law  below  a  self-supporting  point,  but  rather  to  create 
conditions  under  which  both  borrower  and  lender  can  have  the 
advantage  of  lower  rates.  The  demand  for  better  facilities  and 
lower  rates  for  the  borrower,  who  has  the  right  to  borrow  because 
of  his  ability  to  repay,  is  beginning  to  attract  the  attention  which 
it  should  have  received  years  before  this  time.  Good  authorities 
declare  that  80  per  cent,  of  the  people  are  denied  the  banking 
facilities  utilized  by  the  other  20  per  cent. 

In  Boston  the  interest  received  by  these  five  companies  represent 
a  sum  equivalent  to  1.60  per  cent,  per  month  on  the  outstanding 
loans;  outside  of  Boston  five  companies  show  1.05  per  cent,  a 
month;  average  for  all,  1.41  per  cent.  Receipts  from  charges  are 
2.17  per  cent,  in  Boston  and  .87  per  cent,  outside  of  Boston; 
average  for  all,  1.74  per  cent.  Totals  for  interest  and  charges, 
3.78  per  cent,  in  Boston  and  1.92  per  cent,  outside  of  Boston; 
average  for  all,  3.15  per  cent.  Accounts  on  which  nothing  has 
been  paid  for  four  months  shows  an  average  of  .29  per  cent,  in 
Boston  and  1.6  per  cent,  outside  of  Boston. 

The  rate  of  interest  allowed  under  the  rules  is  2  per  cent,  a 
month  on  sums  under  $50;  l'^  per  cent,  a  month  over  $50.  The 
average  expense  of  these  offices  as  related  to  their  outstanding 
loans  is  about  2.90  per  cent,  a  month;  in  Boston  it  is  3.28  per  cent.; 
outside,  2.14  per  cent.  The  allowance  for  interest  alone  would 
not  of  itself  pay  the  average  expense.  Offices  with  an  established 
business  and  a  comparatively  large  volume  of  outstanding  loans 
of  course  do  relatively  better  than  the  smaller  offices.  The  per- 
centage paper  charge  allowed  by  supervision  has  carried  them. 

Twenty-nine  Offices  loaning  both  with  and  without 

Security. 

There  are  twenty-nine  places  of  business  under  supervision 
which  make  loans  either  with  or  without  security.  Fourteen  are 
in  Boston  and  fifteen  are  outside  of  Boston.     The  amount  of 
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outstanding  loans  is  8368,071.25,  an  average  of  812,692.11  for 
each  office.  It  is  four  and  a  half  times  the  volume  of  the  Worcester 
business,  and  over  three  times  the  volume  of  the  ten  offices  doing 
a  secured  business  already  considered. 

The  expenses  of  the  fourteen  Boston  offices  are  2.04  per  cent, 
per  month  on  the  outstanding  loans;  outside  of  Boston  it  is  3.59 
per  cent,  a  month.  Total  for  all  oflSces  2.52  per  cent,  a  month 
against  2.90  per  cent,  for  secured  offices. 

Analyzing  the  expenses  in  the  three  principal  items,  and  com- 
paring them  with  the  same  items  in  the  secured  offices,  shows 
rent  to  be  .21  per  cent.;  which  is  .02  per  cent,  less;  salaries,  1.18 
per  cent.,  which  is  .04  per  cent,  smaller;  and  wages,  .52  per  cent., 
which  is  .08  per  cent.  less. 

This  volume  of  business  of  8368,071.25  for  its  twenty-nine 
offices  pays  8757  a  month  for  rent;  it  has  forty-four  employees 
who  are  paid  a  total  of  81,927.25  per  month  for  wages,  an  average 
of  810.11  per  week;  thirty-six  persons  draw  salaries  amounting 
to  84,325.62,  an  average  of  827.73  per  week. 

The  total  of  these  three  items  is  1.91  per  cent,  per  month  in  the 
twenty-nine  mixed  offices  against  2.05  per  cent,  per  month  in  the 
ten  secured  offices. 

The  average  rate  of  interest  allowed  under  the  rules  is  larger 
for  the  business  of  these  offices  than  it  is  for  the  secured  offices. 
The  returns  show  that  Boston  collected  only  .71  per  cent,  in  in- 
terest, and  outside  of  Boston  1.02  per  cent.  For  charges,  1.21  per 
cent,  in  Boston;  1.53  per  cent,  outside  of  Boston.  A  total  income 
from  these  two  sources  of  1.92  per  cent,  per  month  in  Boston  and 
2.50  per  cent,  outside  of  Boston. 

Amounts  on  which  nothing  has  been  received  for  four  months 
represent  .73  per  cent,  per  month  on  the  outstanding  loans  in 
Boston;   .83  per  cent,  outside  of  Boston. 

TiiiKiv-oNE  Offices  making  Loans  without  Security. 

There  wore  thirty-one  offices  under  su])orvision  making  loans 
witliout  security.  Twenty-two  are  in  Boston  and  nine  arc  outside 
of  Boston.  Total  outstanding  loans,  8306,571.90,  an  average  of 
$9,889.41  for  each  office.  The  expenses  in  Boston  relative  to  its 
outstanding  loans  were  3.0()  ]-»er  cent.  a.  month;  outside  of  Boston 
it  was  2.2()  i)er  cent,  a  month.    Total  for  all,  2.89  per  cent. 

The  j)ercentage  of  rent  is  .30  ])er  cent,  against  .21  in  the  twenty- 
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nine  mixed  offices.  The  wages  are  .72  per  cent,  against  .52  per 
cent,  in  the  other  ten,  and  .60  per  cent,  in  the  29  offices;  and 
salaries,  1.13  per  cent,  against  1.22  secured  and  1.18  mixed. 

The  vohime  of  business  is  1306,571.90.  For  its  thirty-one 
offices  it  pays  $933.09  a  month  for  rent;  it  has  forty-nine  em- 
ployees who  are  paid  a  total  of  $2,711.39  per  month  for  wages,  an 
average  of  $10.71  per  week;  thirty-seven  persons  draw  a  salary 
amounting  to  $3,475.93,  an  average  of  $21.68  per  week. 

In  the  twenty-two  Boston  offices  the  interest  received  as  re- 
lated to  outstanding  loans  is  .54  per  cent.;  outside  of  Boston  m 
the  nine  offices,  .74  per  cent.;  charges  in  Boston  are  3.33  per  cent, 
per  month;   outside  of  Boston,  1.39  per  cent. 

Combining  interest  and  charges,  Boston,  3.87  per  cent.;  out- 
side Boston,  2.13  per  cent.  Accounts  on  which  nothing  has  been 
paid  for  four  months,  Boston,  .49  per  cent.;  outside  Boston,  .28 
per  cent,  per  month. 

Averages  in  Eighty  Offices,  All  Classes. 

Totals:  expenses  related  to  outstanding  loans  2.89  per  cent,  a 
month  for  the  unsecured;  2.52  for  the  mixed;  2.90  for  the  secured. 

Combining  all  of  the  secured,  mixed  and  unsecured  offices  other 
than  the  chartered  companies  (Workingmen's  Loan  and  Worcester 
Collateral  and  the  Chattel  Loan  Company),  the  totals  of  ex- 
penses in  eighty  offices  average  2.72  per  cent,  a  month  on  the 
outstanding  loans;  the  income  returned  is  an  average  of  2.80  per 
cent,  on  the  outstanding  loans;  the  charges  received  and  returned 
average  2  per  cent.;  income  for  interest,  .80  per  cent,  on  out- 
standing loans.  Differences  in  favor  of  the  income,  .08  per  cent, 
on  outstanding  loans  per  month.  The  percentage  of  loans  on 
which  nothing  has  been  paid  for  four  months  is  .61. 

The  capital  in  the  totals  does  not  vary  greatly  from  the  total  of 
outstanding  loans. 

It  goes  without  saying  that  there  are  offices  whose  percentage 
of  expense  to  the  outstanding  loans  is  below  the  average  and  the 
income  above  the  average,  and  these  offices  show  a  fair  margin  of 
profit  both  on  the  outstanding  loans  and  on  their  capital.  The 
volume  of  business  is  the  determining  factor.  There  are  other 
offices  whose  volume  of  business  is  below  the  average  whose  per- 
centage of  expense  is  above  the  average;    they  show   no  profit. 
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In  this  analysis  in  each  class  the  expenses  as  related  to  the 
outstanding  loans  are  determined.  The  income  in  the  items  of 
charges  and  interest,  as  stated  above,  represents  the  money  re- 
turned to  the  office  as  received.  There  appear  in  the  assets  of 
the  offices  referred  to  amounts  representing  charges  made  and  in- 
terest earned  but  not  collected,  which  are  additional  to  the  amount 
reported  as  received. 

Referring  to  these  balance  sheets  we  find  that  in  the  class  doing 
business  only  on  security  one-half  of  the  offices  handling  a  little 
less  than  one-half  of  the  outstanding  loans  show  a  profit  on  out- 
standing loans  for  the  license  year  of  7.79  per  cent.;  averaged 
among  all  offices  and  all  loans  in  this  class,  it  would  show  3.15 
per  cent,  profit  for  the  six  months. 

In  the  mixed  offices,  doing  business  with  and  without  security, 
seven  offices,  handling  about  one-sixth  of  the  total  of  the  out- 
standing loans  in  this  class,  return  a  profit  of  8.6  per  cent,  for 
six  months;  averaged  among  all  offices  in -this  class  shows  a 
profit  of  1.31  per  cent,  on  all  outstanding  loans  for  the  six  months' 
term. 

In  the  unsecured  offices,  doing  business  without  any  security, 
eight  offices,  handling  a  little  more  than  one-third  of  the  total 
of  outstanding  loans  in  this  class,  show  a  profit  of  6.96  per  cent. 
for  six  months;  averaged  among  all  loans  in  this  class  shows  an 
average  profit  of  2.76  per  cent,  for  the  six  months. 

Twenty-one  offices  out  of  eighty  in  all  three  classes  return 
profits;  they  handle  a  little  more  than  one-third  of  all  outstanding 
loans  in  these  three  classes;  the  profit  reported  is  7.47  per  cent.; 
averaged  to  the  total  of  all  outstanding  loans  in  all  offices,  in 
three  classes  combined,  is  2.13  per  cent,  for  the  six  months. 

The  average  in  all  the  offices  of  wages  ])aid  is  .15U).:^7  ])er  week; 
in  the  great  majority  of  cases  the  wages  i)aid  the  employees  are 
not  as  much  as  should  be  paid  to  carry  the  offices  as  they  should 
be  carried  to  satisfy  those  who  criticize  the  rate  of  interest  and  the 
method  of  conducting  it  as  a  social  question;  a  regard  for  the 
social  welfare  demands  a  wage  that  is  a  living  wage  for  the  con- 
ditions (IciiiaiKJcd  of  the  ('in])loy(H'  who  rcccM\cs  tlic  wage.  The 
business  of  making  Miiall  loans  is  a  ])rol)lcni  worthy  of  study  in 
all  directions. 
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Boston  Collateral  Loan  Company. 
The  Boston  Collateral  Loan  Company,  with  years  of  experience, 
has  reached  a  high  degree  of  efficiency  in  the  matter  of  furnishing 
loans  on  pledges  at  the  smallest  cost  possible.  Its  established 
rate  of  interest  is  1  per  cent,  per  month.  With  this  rate  it  can 
pay  about  the  market  rate  on  all  the  money  used  in  the  business, 
and  have  a  small  surplus.  It  is  the  volume  of  business,  its  methods 
and  security  which  enable  it  to  transact  business  at  its  low  rate. 
As  it  is  the  only  company  of  its  kind  (making  loans  only  on  pledges) 
which  is  under  supervision,  it  has  not  been  used  as  a  standard 
in  making  comparisons. 

A  Standard  and  Some  Comparisons. 

The  conclusions  forced  from  the  figures  will  be  somewhat  sur- 
prising to  those  whose  standard  of  comparison  is  the  price  paid 
for  the  borrowing  of  credit  from  the  national  banks  or  trust  com- 
panies on  which  the  usual  rate  is  6  per  cent,  per  annum.  This  is 
the  rate  for  the  exchange  of  credits  by  the  wholesale.  The  comp- 
troller of  the  currency  has  declared  that  98  per  cent,  of  the  business 
of  the  country  is  transacted  with  the  machinery  resulting  from 
this  exchange  of  credits.  The  system  as  a  whole  in  the  United 
States  makes  the  average  of  $1  held  as  a  reserve  the  lawful  basis 
for  the  issue  of  about  $5  in  credit;  in  large  cities  the  reserve  is 
25  per  cent.;  in  small  cities,  15  per  cent.;  therefore  in  practice 
6  per  cent,  is  paid  for  the  credit  resting  on  the  $1  of  money;  and 
the  dollar  in  money  on  which  the  credit  rests  is  earning  its  own 
interest  and  the  interest  on  the  credit  resting  upon  it. 

As  a  contrast,  in  the  retail  business  of  exchanging  credits  the 
lender's  stock  in  trade  is  actual  dollars.  The  dollars  in  his  hands 
are  his  stock  of  goods  corresponding  to  the  goods  of  a  retail  mer- 
chant on  his  shelves  or  display  counters.  The  lender  gives  the 
borrower  the  actual  money  in  his  hand  and  not  a  promise  to  pay 
in  the  shape  of  a  deposit  account  payable  on  demand  which  is  used 
in  the  wholesale  business.  The  retail  lender  cannot  lend  his 
money  and  at  the  same  time  keep  it  and  draw  interest  on  it  from 
the  borrower  until  the  borrower  calls  for  it,  as  is  the  case  in  the 
wholesale  credit  loan  business. 


IS  LOAN  AGENCIES.  [Jan. 

To  continue  the  comparison,  in  the  business  of  making  small 
loans  the  borrower  is  too  often  not  in  the  condition  to  make  a 
repayment;  if  he  makes  it  the  loan  is  renewed  in  some  other 
office;  the  location  of  the  borrower  is  not  fixed  and  determined 
as  in  the  case  of  commercial  borrowers;  the  incentive  to  pay  in 
the  case  of  a  S5  or  SIO  loan  must  be  in  the  honesty  of  its  borrower, 
because  the  machinery  of  the  law  acts  as  no  fear  in  increasing  his 
liability.  The  lender  has  no  profitable  recourse  in  law;  that  has 
been  limited  by  the  legislative  desire  to  protect  the  borrower  from 
oppression. 

These  comparisons  are  made  because  they  involve  the  differences 
in  the  conditions  which  make  the  cost  of  loaning  credit  by  the 
wholesale  cheap  as  contrasted  with  the  cost  of  loaning  money  by 
retail.  The  wholesale  business  is  the  development  to  the  highest 
state  of  efficiency  of  the  wonderful  modern  system  of  banking,  — 
the  volume,  the  methods,  the  risk  in  each  individual  loan,  the 
necessity  of  prompt  payment  by  the  borrower  involving  his 
commercial  life,  so  to  speak,  and  the  consequent  certainty  of 
settlement  in  some  form  without  a  good  percentage  of  cost  in 
forcing  the  borrower  to  a  settlement,  all  conduces  to  a  low  rate 
for  the  credit  of  the  wholesale  credit  loan  business  which  eftects  the 
exchanges  in  the  commercial  world. 

Powers  and  Privileges  compared. 

By  the  act  of  the  law  the  system  of  national  banks  is  created. 
By  the  law  they  are  given  certain  powers  and  privileges,  and 
among  those  powers  and  pri\ileges  is  the  right  to  create  credit 
by  fiat.  Credit  is  the  will  of  the  bank  under  the  limitations  which 
the  law  imposes.  The  law  declares  that  in  great  cities  the  reserve 
must  be  25  per  cent,  in  lawful  money;  if  the  bank  has  in  its  pos- 
session its  fraction  of  lawful  money  which  is  its  legal  reserve,  it 
is  witliin  tlie  hiw  in  its  jiromises  to  pay  its  dc])ositors  money  on 
demand.  Behind  that  promise  is  precisely  what  is  l)cliind  the 
credit  of  every  other  individual,  and  tliat  is  ])ro])erty  in  some 
form, — stocks,  bonds  and  securities  or  evidence  of  wealth  of 
some  nature,  or  the  ability  to  make  1);in  nu'nt  as  promised. 

'Hie  jxTson  who  is  engaged  in  the  business  of  making  small 
loiiiis  lias  no  legal  ])ow(t  or  ])ri\il(>ge  whereby  his  credit,  or  his 
promise  to  l)ay,  will  answer  the  needs  of  the  borrower,  or  make 
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payment  of  a  debt  by  common  consent;  he  is  obliged  to  give  the 
borrower  the  actual  money. 

Bank  credit  is  a  debt  used  to  extinguish  other  debts,  and  in  the 
absence  of  money  is  an  absolute  necessity  in  the  commercial 
world.  The  banks  -in  every-day  practice  are  clearing  houses, 
settling  debt  with  debt,  the  moving  factor  being  the  bank  credit,  — 
the  bank  debt.  The  banks  in  controlling  this  credit  have  the 
right  to  issue  it  or  withhold  it.  The  credit  is  an  expression  of  their 
own  will,  which  is  influenced  by  the  one  consideration  of  whether 
or  not  it  will  pay,  or  whether  or  not  it  is  profitable;  and  the  rate, 
high  or  low,  is  influenced  by  conditions.  It  fluctuates  almost 
any  day  in  the  money  market  when  the  "stock  market  is  active. 

The  Demand  for  Money. ^ 

Bank  credit  being  based  upon  money,  about  half  of  all  the 
actual  money  in  issue  is  anchored  in  the  national  banks  of  the 
country  every  night;  the  remaining  half  of  the  money  in  issue  is 
obliged  to  do  the  duty  of  effecting  the  hand-to-hand  exchanges  of 
the  country.  Every  individual  feels  that  he  must  have  some 
money;  in  some  cases  more  and  in  other  cases  less,  and  con- 
siderably less,  but  they  must  have  some  money  in  hand;  there- 
fore we  have  the  seeming  paradox  that  when  labor  begins  to  be 
more  fully  employed,  as  the  tendency  has  lately  been,  then  com- 
mences an  added  demand  for  money.  Even  the  banks  demand 
more  money  or  some  other  equivalent  as  a  basis  for  the  additional 
credit  demanded  by  the  new  avenues  in  which  industry  is  about 
to  manifest  itself. 

When  the  demand  for  money  —  not  credit  but  money,  actual 
money,  pieces  of  paper  bearing  the  emblem  of  money  or  its  equiv- 
alent —  is  greater  than  the  supply,  then,   even  in  commercial 

1  At  the  congressional  investigation  of  the  money  trust  the  newspapers  quote  Mr.  J.  P.  Morgan 
as  saying,  "Money  is  gold  and  nothing  else."  The  United  States  Supreme  Court  decisions 
warrant  the  statement  that  money  is  never  gold.  Money  is  never  any  commodity.  Money  is 
always  on  a  commodity,  never  in  it.  Money  is  always  the  expression  of  the  sovereign  will;  any 
commodity  may  carry  it.  Any  commodity  carrying  upon  it  an  expression  of  legal  tender  as  the 
sovereign  will  is  lawful  money.  Twenty-five  and  eight-tenths  grains  of  gold,  9/io  fine,  is  not 
legal  tender  and  cannot  legally  arrest  a  debt;  but  25yio  grains  of  gold,  %o  fine,  is  by  an  expression 
of  the  sovereign  will  of  this  country  entitled  to  the  official  stamp  or  badge,  or  emblem  of  law 
that  makes  it  money.  With  that  lawful  stamp  upon  it,  it  can  arrest  debt,  and  paper  or  any  other 
commodity  bearing  a  similar  order  or  stamp  can  perform  a  similar  duty.  As  for  illustration,  the 
policeman  without  a  badge  is  an  individual  and  has  not  the  power  to  arrest  an  offender;  neither 
can  the  policeman's  badge  arrest  the  offender  without  the  individual;  but  the  individual  with 
the  policeman's  badge  is  the  officer  of  the  law  executing  the  sovereign  will,  giving  expression  to 
the  sovereign  will,  and  can  make  a  legal  arrest. 
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centers  the  rate  is  very  large.  The  demand  is  always  great  and 
increasing;  even  the  banks  find  that  they  have  almost  reached 
the  limit  of  their  ability  to  draw  money  into  the  banks  as  a  basis 
upon  which  they  can  legally  issue  their  credit.  This  condition 
and  the  plan  proposed  by  the  banks  to  remedy  it  is  familiar  to 
those  who  are  interested  in  the  subject. 

Banks  for  Every-day  Siviall  Loans  a  Social  Need. 

The  making  of  small  loans  is  not  confined  to  the  necessities  of 
the  poor;  the  percentage  of  cases  of  this  nature  coming  to  the 
attention  of  this  office  for  settlement  or  otherwise  is  small,  — 
less  than  a  fifth  as  compared  with  other  classes  who  borrow.  ]\Ien 
with  good  incomes,  men  with  property,  men  oftentimes  with  real 
estate  but  having  no  commercial  relations  with  the  banks,  find 
that  they  are  not  entitled  to  any  credit  at  the  banks  which  have 
their  own  borrowers;  these  men  are  obliged  to  find  money  else- 
where. They  seek  it  in  large  sums  as  well  as  in  small  sums.  The 
act  which  gives  power  to  the  supervisor  makes  3  per  cent,  a  month 
the  maximum  rate  which  he  may  fix  for  the  use  of  money;  and 
yet  sums  above  $300,  the  sum  of  $301,  for  instance,  which  is 
fixed  upon  to  evade  the  law  in  the  open  market,  demands  and 
obtains  for  itself  freely  above  3  per  cent,  per  month.  This  is  in 
a  market  where  there  is  freedom  of  contract;  it  is  outside  of 
supervision,  where  the  contracting  parties  are  free  to  fix  any 
rate  that  may  please  them,  where  there  is  open  competition  and 
where  all  money,  if  it  so  desires,  may  enter  for  the  profits  that 
are  off"ered.  Money  is  obtained  at  high  rates  by  men  in  business 
on  accounts  not  matured,  by  contractors  who  sell  notes,  etc. 
In  tliese  cases  the  uncertainty-  of  repayment  or  the  insecurity  of 
tlie  ])rincipal  is  not  wholly  tlie  cause  of  the  liigh  rates.  The  ])rob- 
lem  of  small  loans  should  be  viewed  from  all  points.  I  suggest 
that  the  limit  of  $300  should  be  raised  to  at  least  $500. 

The  demand  for  the  use  of  money  as  related  to  its  sui)i)ly,  the 
inability  of  the  farmer  when  a  man  of  pro])erty  to  obtain  credit 
on  what  is  assumed  to  be  reasonable  rates,  is  now  receiving  ])ublic 
attention  ihroii^h  the  suggestion  of  rrcsidciit  T;ift,  to  ihc  Gov- 
ernors of  the  various  States  at  their  recent  meeting,  that  these 
Governors  should  consider  the  practicability  ol"  establishing  banks 
for  the  special  use  ol"  the  farmers;  and  also  through  the  action  of 
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the  recent  national  convention  of  the  American  Federation  of 
Labor  in  endorsing  the  suggestion  under  the  condition  that  the 
proposition  should  also  include  the  establishment  of  banks  where 
the  wage-workers  of  small  means  could  also  secure  credit  at  a 
lower  rate,  and  that  the  basis  of  such  a  bank  should  be  the  credit 
of  all  the  people  instead  of  the  credit  of  part  of  the  people.  The 
agitation  is  closely  connected  with  the  business  of  making  small 
loans  because  it  contemplates  the  creation  of  a  new  avenue  through 
which  the  demand  for  credit  which  would  do  the  work  of  money, 
could  be  supplied.  This  is  the  avenue  through  which  the  social 
demand  for  a  lower  rate  of  interest  could  profitably  make  itself 
felt.  The  incoming  President  says  that  a  supply  for  such  purposes 
must  be  created.     See  note  at  the  end  of  this  report. 

Volume  of  Business  as  a  Factoe. 
Another  factor  having  an  effect  upon  the  rate  is  the  volume  of 
business.  If  the  volume  of  business  is  large  the  percentage  of 
expense  lessens.  It  is  so  with  the  banks,  and  it  is  so  in  the  business 
of  making  small  loans.  In  the  latter  the  expense  ratio  of  the 
different  offices  varies  very  much  from  the  average  rate.  Con- 
solidation would  also  prevent  the  duplication  of  accounts;  which 
is  possible  in  the  loan  ofl&ces  where  so  many  offices  are  engaged 
in  the  business;  the  returns  to  the  supervisor  show  that  in  many, 
many,  many  cases  where  the  lender  thinks  he  is  the  only  creditor, 
the  fact  remains  that  the  borrower  is  indebted  to  many  lenders. 
Hence  arises  the  necessity  of  eternal  vigilance  on  the  part  of  the 
lender.  "How  do  you  manage  to  keep  track  of  all  the  different 
times  of  payment  to  these  different  money  lenders?"  the  super- 
visor asked  of  a  borrower  who  was  having  an  arrangement  made 
by  the  supervisor,  whereby  he  could  retire  his  indqiJDtedness  by 
installments;  the  borrower  replied,  "I  don't  have  to.  The  lender 
keeps  track  of  me,  you  may  be  sure." 

Profits. 
This  report  does  not  suggest  what  should  enter  into  the  col- 
lections and  be  allowed  for  profits  in  figuring  the  rate  for  interest. 
Since  writing  this  report  there  appeared  in  the  "Boston  Herald" 
of  December  30  quotations  from  the  January  circular  of  the 
National  City  Bank  of  New  York,  from  which  we  reprint  the 
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following  extract  because  it  is  the  opinion  of  an  authority  in  the 
wholesale  credit  business  as  to  what  are  the  proper  methods  to  be 
followed  in  endeavoring  to  analyze  the  earnings  and  profits  of  the 
wholesale  credit  business.  The  supervisor  had  used  the  same 
process  with  the  exception  that  he  used  the  outstanding  loans, 
which  is  the  total  of  the  debts  owed  to  the  lenders,  while  this 
New  York  authority  in  the  wholesale  business  uses  the  deposits 
in  the  banks  for  that  purpose.  The  deposits  represent  what  the 
banks  owe;  it  is  the  loans  and  discount  column  which  represents 
what  the  borrowers  owe  the  banks  and  on  which  the  banks  are 
drawing  interest.  However,  the  total  of  deposits  does  not  greatly 
vary  from  the  total  of  the  loans  and  discounts  in  the  banks.  This 
New  York  authority  thinks  that  9.45  per  cent,  on  a  sum,  the 
total  of  which  is  made  up  of  the  bank's  own  capital  plus  all  that 
the  bank  owes,  is  not  excessive  or  exorbitant.  Perhaps  a  profit 
estimated  in  the  same  way  in  the  business  under  supervision  and 
added  to  the  expense  of  conducting  the  business  will  indicate  the 
sum  that  should  be  earned  on  the  outstanding  loans  and  thus 
provide  an  equitable  standard  for  calculation. 

We  append  portion  of  the  circular  which  has  this  bearing  on 
the  subject  of  supervision:  — 

It  will  perhaps  be  interesting  to  our  readers  at  this  time  to  be  told  some- 
thing about  the  profits  of  New  York  banks,  and  to  compare  them  with  the 
profits  of  banks  in  other  locahtics.  We  have  made  an  analysis  of  the 
earnings  and  net  profits  of  the  24  leading  national  banks  of  New  York 
city  as  shown  by  their  five  annual  statements  for  the  five  years  1906-10 
and  the  results  are  submitted  below.  Since  the  purpose  of  the  inquiry 
is  not  to  make  comparisons  between  tlic  banks  but  to  sliow  average  figures, 
the  details  respecting  indivi(kuil  institutions  are  not  given. 

There  are  several  ways  of  figuring  bank  piofits. 

Computing  the  profits  upon  the  average  of  nil  \\\v  capiinl  in  i\\r  hands  of 
the  banks,  tiTating  capital  and  deposits  alike,  these  banks  from  all  sources 
of  income  netted  2  per  cent,  jier  annum  ujiontlie  caiiital  in  their  hands  for 
employment.  The  average  grand  total  in  their  hands  was  .?1, 124,288, 502. 
To  make  tlieir  earnings  they  weie  obliged  to  turn  over  their  entire  volume 
of  loans  repeatedly  witliin  each  year,  always  of  course  with  the  risk  of  loss. 

A  l)etter  way  to  compute  profits  it  would  seem  is  first  to  deduct,  a  fair 
interest  on  the  l)ank'H  own  working  capital,  and  then  to  treat  the  remainder 
as  compensation  for  banking  services.  Interest  at  5  per  cent,  upon  the 
average  capital  beh)nging  to  these  24  banks  amounts  to  S4!)r),4r)0,  and  de- 
ducting thi.s  from  .§930,301,  leaves  §440,841,  equal  to  profit  of  1.19  per 
cent,  on  net  dcposils.     This  is  ])crliaps  the  most  accurate  and  scientific 
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calculation  that  can  be  made  of  the  net  returns  derived  from  all  banking 
services  from  the  point  of  view  of  bank  shareholders. 

The  simplest  and  most  common  method  of  calculating  profits  is  by 
basing  them  on  the  total  of  the  bank's  own  capital,  which  in  this  case 
shows  earnings  equal  to  9.45  per  cent,  on  total  working  capital. 

It  deserves  to  be  considered  that  nearly  all  of  these  banks  are  long- 
established  institutions.    These  profits  are  not  excessive  or  exorbitant. 

The  average  net  earnings  of  all  the  national  banks  of  the  United  States 
for  the  same  five  years,  as  exhibited  in  the  report  of  the  comptroller  of  the 
currency  for  1911  (page  324)  was  approximately  9.8  per  cent,  calculated 
upon  capital  and  surplus. 

While  this  is  the  average,  some  banks  have  been  able  to  find 
profits  which  cause  a  share  of  stock,  the  par  value  of  which  is  $100, 
to  sell  for  over  S4,000  in  the  open  market. 

What  determines  the  Rate  of  Interest. 

The  fallacy  of  the  thought  that  the  rate  of  interest  is  determined 
wholly  by  the  scarcity  or  abundance  of  money  is  coming  to  be 
discovered,  because  those  who  have  studied  the  subject  are  de- 
claring, what  seems  to  be  self-evident,  that  the  rate  of  interest 
is  determined  by  the  average  rates  of  profit  derivable  from  the 
employment  of  money.  Uncertainty  of  repayment,  insecurity 
of  repayment  or  depreciation  of  principal  are  all  to  be  considered 
when  viewing  the  periodical  returns  of  interest.  The  act  creating 
this  oSice  says,  "  The  supervisor  ...  in  fixing  said  rate  shall  have 
due  regard  to  the  amount  of  the  loan  and  the  nature  of  the  se- 
curity and  the  time  for  which  the  loan  is  made."  While  preparing 
to  begin  his  duties  a  rate  was  proposed  to  a  lender  who  said, 
"  Why,  I  can  do  better  to  close  the  business  and  invest  my  money 
in  some  other  way."  The  supervisor,  applying  the  rate  which  he 
then  had  in  mind  to  the  business  of  the  lender  and  figuring  what 
would  be  the  result,  discovered  the  truth  in  the  claim.  Within 
the  past  month  the  owner  of  a  chain  of  loan  offices  has  sold  them 
and  taken  up  the  sale  of  furniture  on  installments,  declaring 
that  the  legal  protection  afforded  by  the  assignment  in  that 
business  and  the  certainty  of  payment  —  which  is  limited  and 
restricted  in  the  loan  business  —  are  the  factors  that  make  for 
success  in  one  and  failure  in  the  other  so  far  as  he. is  concerned. 

In  whatever  figures  are  presented  in  this  report  no  percentages 
have  been  made  dealing  with  the  question  of  depreciation  in  the 
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security  of  the  principal.  The  value  of  the  assets  of  some  of  the 
loan  offices,  if  they  attempted  to  turn  the  assets  into  cash  to  be 
received  from  the  payments  by  the  borrowers  of  their  indebted- 
ness, would  be  doubtful.  After  the  passage  of  the  act  of  1912, 
chapter  675,  amending  the  act  creating  supervision,  a  number  of 
the  offices  engaged  in  the  business  of  buying  of  notes  decided 
that  they  would  go  out  of  business,  as  there  was  no  profit  under 
the  rates  established  under  the  supervisor.  This  included  a  large 
chain  of  offices  doing  business  in  nearly  all  the  cities  of  the  Com- 
monwealth. As  these  places  had  always  manifested  a  desire  not 
to  come  into  conflict  with  the  office,  they  became  collection  offices 
only,  making  no  loans  and  endeavoring  to  collect  their  money 
on  the  presumption  that  the  borrower  would  borrow  elsewhere. 
The  supervisor  obtained  a  detail  of  averages  showing  the  collec- 
tions made  during  the  months  of  July,  August,  September,  Octo- 
ber and  November,  and  the  expense  paid  for  making  those 
collections.  The  amount  to  be  collected  in  July  was  S109,268, 
and  during  that  month  S35,385  was  collected  at  an  expense  of 
$3,623.69;  in  August  $27,686  was  collected  at  an  expense  of 
$3,048.47;  in  September  $16,051  was  collected  at  an  expense 
of  $2,760.28;  in  October  $8,567  w-as  collected  at  an  expense  of 
$1,980.46;  and  in  November  $3,800  was  collected  at  an  expense 
of  $1,813.76.  The  balance  remaining,  which  was  $17,762,  was 
turned  elsewhere  for  collection.    It  cost  $14,226  to  collect  $91,510. 

Credit  Unions.  —  Opinion  of  Attorney-General. 
The  question  of  whether  or  not  credit  unions  are  amenable 
to  the  law  was  raised  in  a  letter  sent  to  the  supervisor  under  date 
of  June  22,  1912.  The  supervisor  passed  the  question  and  the 
letter  up  to  the  Attorney-General;  in  rci)ly  the  Attorney-General 
says : — 

You  have  requested  my  oi)inioii,  by  means  of  a  copy  of  a  letter  from 
Mr.  Henry  W.  Packer,  dated  June  22,  1!)12,  as  to  wlietlier  credit  unions 
are  Roverncd  by  the  provisions  of  chapter  727  of  the  Acts  of  1911,  relating 
to  the  business  of  makinp;  small  loans.  It  is  suggestod  in  said  letter  that 
"  in  view  of  tljc  fact  tliat  the  jirescnt  statute  regai'ding  small  loans  is  radi- 
cally (lifTereiit  from  the  earlier  act  of  1008,  we  do  not  feel  justified  in 
assuming  that  the  later  statute  applies,"  and  also  tliat  "It  seems  to  be 
begging  the  question  to  assume  that  a  credit  union  which  loans  only 
to  its  members,  never  to  outsiders,  is  engaged  'in  the  business  of  making 
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loans.'     Does  not  the  term  'business'  as  used  in  the  act,  connote  dealing 
with  the  public  in  general?  " 

In  my  opinion  credit  unions  do  come  witiiin  the  provisions  of  chapter 
727  of  the  Acts  of  1911,  and  amendments  thereof.  I  am  unable  to  agree 
with  the  contention  that  the  word  "business"  is  used  in  the  sense  of  deal- 
ing with  the  public  generally  as  distinguished  from  making  loans  to  the 
members  of  the  union.  Section  3  of  chapter  727  of  the  Acts  of  1911  pro- 
vides in  part  that  "No  person,  partnership,  corporation,  or  association 
within  the  commonwealth,  shall  directly  or  indirectly  engage  in  the  busi- 
ness of  making  loans  of  three  hundred  dollars  or  less.  .  .  .  The  correspond- 
ing provision  of  the  earlier  act,  section  1  of  chapter  605  of  the  Acts  of  1908, 
is,  "No  person,  firm  or  corporation  shall  engage  in  the  business  of  making 
small  loans  of  two  hundred  dollars  or  less.  ..."  Inasmuch  as  the  credit 
union  act  (chapter  419  of  the  Acts  of  1909)  expressly  made  applicable  to 
unions  the  provisions  of  said  chapter  605  of  the  Acts  of  1908,  it  seems  to 
me  no  perversion  of  the  use  of  the  term  "business"  to  construe  it  as  being 
used  in  the  same  sense  in  the  second  act  as  it  was  in  the  original  act.  I  am 
of  the  opinion  that  the  terms  of  chapter  727  of  the  Acts  of  1911,  section  3, 
"no  .  .  .  corporation,  or  association  within  the  commonwealth,  shall 
directly  or  indirectly  engage  in  the  business  of  making  loans  of  three 
hundred  dollars,"  is  broad  enough  to  include,  and  so  should  be  construed 
to  include,  credit  unions,  a  part  of  the  business  of  which  is  to  make  loans. 
Of  course,  in  arriving  at  this  conclusion  I  assume  that  in  other  respects, 
with  reference  to  the  amount  of  loans,  interest,  etc.,  the  transactions  will 
come  within  the  provisions  of  the  statute. 

James  M.  Swift, 

Attorney-General. 

None  of  the  credit  unions  have  made  an  application  for  a  Hcense. 

Real  Estate. 
No  applications  have  been  received  to  engage  in  the  business 
of  making  small  loans  where  the  security  is  real  estate.  No  com- 
plaint has  come  to  the  office  in  relation  thereto  except  in  sums  in 
excess  of  $300.  Possibly  it  may  warrant  the  inference  that  where 
loans  are  made  on  real  estate  no  rate  for  interest  and  expenses 
above  a  sum  equivalent  to  12  per  cent,  per  annum  is  made.  The 
office  has  made  a  rule  that  on  loans  on  real  estate  a  sum  not  ex- 
ceeding $2  may  be  charged  for  the  making  of  the  mortgage,  and 
also  may  be  charged  the  actual  fees  for  recording  when  recorded, 
and  the  fee  for  investigating  the  title  as  agreed  upon  by  both 
parties  to  the  loan,  and  the  rate  of  interest  shall  not  exceed  1}4 
per  cent,  per  month. 
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Complaints. 

The  office  has  had  comph^ints  from  people  who  decHne  to  give 
any  information  as  to  their  identity,  fearing  that  it  might  lead 
to  publicity.  Even  when  asked  to  assist  the  office  for  the  good 
that  it  might  do  others  as  well  as  to  themselves  they  adhere  to 
their  decision,  ^^^lere  they  ask  the  services  of  the  office  in  obtain- 
ing some  forbearance  in  collections,  then  names  and  addresses 
are,  of  course,  furnished;  the  office  has  the  historv'  of  a  number 
of  such  cases  that  have  been  settled  through  its  services.  These 
are  interesting  from  the  social  standpoint.  The  office  has  had  a 
number  of  instances  where  people  who  have  made  a  loan  in  an 
unlicensed  office  would  refuse  to  take  advantage  of  the  law  which 
makes  such  a  loan  void.  They  say,  "I  owe  the  money  and  I 
want  to  pav  it,  but  I  do  not  want  to  pay  such  a  price,"  or,  "I 
want  a  little  more  time."  In  such  case  the  supervisor  has  replied, 
"The  matter  is  in  your  own  hands.  Under  the  law  you  can  take 
all  the  time  you  want  and  do  what  you  please  if  you  do  not  care 
to  have  the  office  proceed  legally  against  this  place."  In  such 
cases  the  supervisor  had  neither  the  name  of  the  lender  nor  the 
borrower. 

Collection  Abuses  regulated. 

Another  evil,  and  an  evil  that  was  working  great  hardship  to  a 
class  of  people  who  could  not  in  many  instances  afford  to  pay  the 
money  obtained  under  it,  was  connected  Avith  the  collection  of 
overdue  loans  secured  by  furniture.  It  came  to  tl\e  attention  of 
the  office  that  the  custom  prevailing  witli  some  dealers,  under 
a  clause  in  the  mortgage  which  permitted  peaceable  possession, 
was  to  send  a  constable  —  and  perhaps  in  some  cases  one  who 
was  not  a  constable,  but  who  might  permit  tlie  inference  that  he 
was  a  constable  —  to  make  it  known  to  the  borrower  that  they 
were  about  to  take  possession  of  the  goods,  —  in  other  words, 
break  uj)  the  hoinc.  The  borrower  would  usually  find  sonic  good 
angel  in  the  shai)e  of  the  grocer,  a  relative  or  a  friend  who  would 
advance  the  money  to  satisfy  a  sum  named  by  the  constable  as 
sufficient  to  ])revent  temi)orarily  llic  t;iking  of  the  furniture. 
'IMi;it  nnich  Ii;i\iii^'  been  oItl;iiiic(l,  the  borrower  was  fiu-nishod 
with  a  list  of  other  money  lenders  who  might  loan  the  money. 
When  the  borrower  went  to  this  new  lender  he  would,  of  course, 
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be  obliged  to  pay  the  paper  charges  wherewith  to  obtain  the 
money  to  satisfy  the  claim  of  the  lender  who  had  commenced  pro- 
ceedings. The  supervisor  determined  that  any  person  acting  for 
a  lender  in  the  matter  of  collection  was  the  agent  of  the  lender  in 
the  business  of  making  small  loans.  Therefore,  an  order  was  made 
and  blanks  were  furnished  to  each  office;  on  this  blank,  whenever 
a  legal  proceeding  of  any  nature  is  commenced  to  make  a  collection 
of  a  borrower  in  the  small  loan  business,  there  must  be  returned 
to  the  office  of  the  supervisor  the  number  of  the  loan,  details 
concerning  it,  what  amount  remains  unpaid  and  to  whom  the 
process  of  collection  has  been  committed.  When  the  process 
halts,  or  is  completed  in  any  way,  the  full  details  of  whatever 
settlement  has  been  made  is  returned  upon  a  second  paper. 
Thereby  supervision  gets  information  as  to  the  nature  of  the 
security  and  what  is  realized  upon  it,  and  in  what  manner.  All 
items  of  the  bills  incurred  in  collecting  are  sent  to  the  supervisor; 
thus  the  history  of  every  loan  under  supervision  is  in  the  office. 
In  any  proceeding  of  this  nature  it  is  not  an  unwholesome  check 
that  a  record  may  be  made  of  the  details  of  any  charge  which 
any  person  feels  called  upon  to  inflict  upon  one  who  is  in  the 
circumstances  already  mentioned.  It  is  said  to  have  been  a  very 
fruitful  field  for  unwarranted  extortion  from  persons  ignorant  of 
their  rights.  Supervision  is  a  check  upon  a  lender  who  would 
take  advantage  of  any  such  condition. 

Collecting  Information. 
Since  the  office  was  estabhshed,  "clippings"  from  the  news- 
papers of  many  States  relating  to  the  business  of  making  small 
loans  have  been  received  and  filed.  In  this  matter  the  remedial 
loan  work,  legislative  action,  court  decisions  and  notices  of  cases 
brought  to  court,  activity  in  enforcing  the  laws  in  those  States, 
etc.,  are  brought  to  the  attention  of  the  supervisor,  and  if  they 
contain  any  useful  hints  they  are  appropriated.  Copies  of  court 
decisions  relating  to  the  small  loan  business  in  any  way  —  con- 
tracts, legal  tender,  money,  power  that  can  be  exercised  by  ad- 
ministrative offices,  etc.  —  are  also  within  reach,  and  the  prin- 
ciples are  used  in  reaching  any  decision  by  the  office,  in  any  case 
that  involves  them  or  will  permit  of  their  application. 
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Comments  on  Usury  Laws. 

The  supervisor  has  heard  some  reformers  suggest  the  thought 
that  the  State  should  have  a  usury  law  in  the  place  of  supervision, 
taking  pattern  from  some  States  that  are  ready  to  discard  such  a 
law  because  of  its  impracticability,  and  ignoring  the  fact  that 
history  furnishes  numerous  illustrations  of  its  failure  at  other 
times  and  in  other  States.  Massachusetts  has  had  its  own  ex- 
perience in  this  direction.  ^Yhat  would  become  of  the  borrowers 
if  a  usury  law  could  be  passed?  To  whom  would  the  borrower  go 
to  get  the  money  wherewith  to  pay  his  indebtedness?  It  is  clear 
that  in  many  cases  the  borrower  pays  his  loan  only  because  he 
expects  to  renew  it.  He  would  think  himself  unable  to  pay  under 
any  other  condition.  There  are  thousands  who  appear  to  be 
perfectly  satisfied  with  the  conditions  under  which  they  make  a 
loan  and  the  installment  conditions  under  which  they  are  retiring 
it.  AMiat  other  avenue  would  be  open  to  them?  Supervision 
has  had  experience  as  to  the  effect  upon  borrowers  in  the  loan 
business  of  any  law  that  prevents  the  office  from  continuing  its 
business. 

Franklin  Brooks  of  New  York,  a  former  assemblyman  and 
assistant  district  attorney,  who  conducted  a  vigorous  crusade 
against  the  violators  of  the  usury  law  in  New  York  city,  emphasizes 
what  may  be  called  the  constructive  as  opposed  to  the  destructive 
side  of  the  loan  business  campaign.  He  in  common  with  others 
who  have  given  any  thought  to  the  question  see  that  the  old  way 
of  getting  money  was  bad;  yet  with  all  its  evil  it  furnished  money 
when  needed,  and  suppression  of  the  business  is  a  doubtful  thing 
unless  some  method  is  provided  where  those  who  desire  to  borrow 
may  have  an  opportunity  of  doing  so.  He  arrives  at  the  con- 
clusion that  the  proper  solution  of  the  problem  is  the  legitimatizing 
of  the  business  of  making  small  loans.  This  is  the  solution  out- 
lined in  the  law  creating  su])ervision  in  Massachusetts.  Massa- 
chusetts, as  usual,  is  a  little  in  advance  of  the  otlier  States;  and 
Massachusetts  leads  in  its  effort  through  supervision  to  know  the 
tnith  as  to  the  exi)enses  of  conducting  and  the  conditions  sur- 
rounding the  business  of  making  small  loans.  The  business  of 
making  small  loans  to  salaried  workers  who  are  iniable  to  offer 
any  security  for  rcijaynicnt,  :i  peculiar  risk,  nu-ots  a  social  need; 
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this  is  evidenced  by  the  frequency  with  which  these  demands  are 
made  and  suppHed  as  shown  in  the  reti^ns  made  under  super- 
vision. 

The  law  which  Mr.  Brooks  has  been  so  energetic  in  enforcing  is 
a  law  of  his  own  recent  creation,  and  it  is  his  experience  in  en- 
forcing the  law  in  his  own  vigorous  manner  which  leads  him  to 
say  that  the  small  loan  business  must  be  given  such  a  gross  rate 
as  will  allow  for  the  risk  of  loss  and  the  expense  incidental  to  the 
business,  and  thereby  develop  lenders  who  will  not  overstep  the 
law  and  who  will  be  instrumental  in  punishing  their  competitors 
who  do  overstep  or  evade. 

The  "New  York  Globe"  which  has  assisted  Mr.  Brooks  in  his 
work  expresses  the  editorial  opinion  that  it  would  be  wise  to  allow 
the  lender  to  charge  as  much  as  30  per  cent.    Mr.  Brooks  says :  — 

In  the  destruction  of  the  usurious  loan  business,  several  men  who  do  a 
business  of  making  small  loans  in  bank-like  fashion,  supplying  a  needed  de- 
mand of  the  poor  at  a  reasonable  rate  of  interest,  have  also  been  driven 
out  of  business.  As  a  result  the  supply  of  funds  to  the  poor  in  times  of 
need  has  been  practically  shut  off.  This  in  itself  works  a  hardship  on 
the  worthy  poor. 

It  now  remains  for  the  construction  of  a  legitimate  business  of  making 
small  loans  to  the  worthy  poor  in  times  of  financial  distress,  under  proper 
protection,  alike  to  the  borrower  and  lender,  which  can  only  be  done 
through  proper  legislation  at  the  coming  session  of  the  Legislature. 

I  have  no  sympathy  for  the  borrower  who  makes  a  loan  and,  failing  to 
pay  it  back  or  pays  but  part  of  it,  seeks  to  get  the  money  lender  in  the 
clutches  of  the  criminal  law,  because  it  is  so  framed  that  merely  to  charge 
more  than  the  legal  rate  of  interest  constitutes  in  itself  a  misdemeanor. 

Such  a  borrower  is  on  a  par  with  the  money  lender  who  has  already 
received  three  or  four  times  the  amount  of  his  loan  and  is  still  demanding 
more,  and  through  the  means  of  fraudulently  secured  documents  and  agree- 
ments is  threatening  to  take  away  the  borrowers'  household  furniture  or 
tie  up  his  salary. 

These  abuses  on  both  sides  should  be  eliminated  and  the  business  of 
making  small  loans  should  be  legitimate,  and  properly  safeguarded,  alike 
to  the  borrower  and  money  lender,  all  of  which  demands  further  or  supple- 
mentary legislation  in  Albany  this  year. 

The  suggestion  made  by  Mr.  Brooks  in  the  closing  paragraph 
describes  the  work  which  supervision  is  accomplishing  in  Mas- 
sachusetts. 

Mr.  Arthur  H.  Ham,  director  of  the  division  of  remedial  loans 
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of  the  Russell  Sage  Foundation,  says,  "  A  law  that  comes  between 
the  unscrupulous  man  "^^ho  has  money  to  lend  and  one  who  wants 
to  borrow  cannot  be  enforced  until  an  agency  is  established  to 
satisfy  his  need  at  a  lower  cost. " 

Also:  "It  has  been  observed  frequently  that  there  exists  a 
well-defined  demand  for  small  loans  to  deserving  people.  It 
must  be  said,  therefore,  that  no  amount  of  publicity  or  enforce- 
ment will  bring  results  of  permanent  value  unless  deserving 
borrowers  are  afforded  adequate  facilities  for  obtaining  loans 
at  reasonable  rates."  He  advocates  the  investment  of  honest 
capital  on  a  reasonable  money-making  basis. 

Honest  capital,  honestly  employed,  is  entitled  to  honest  treat- 
ment and  an  honest  return. 

Legal  Proceedings.  —  A  Case  lost.  ■ —  Boston. 

Criminal  prosecution  was  begun  against  the  Lincoln  Realty 
Company,  an  unlicensed  Arizona  corporation,  after  many  com- 
plaints from  borrowers  that  they  were  obliged  to  pay  large  sums 
in  excess  of  the  amount  actually  borrowed,  as  interest,  expenses 
and  commissions.  These  complaints  were  investigated  by  the 
police  department  of  the  city  of  Boston  before  complaint  was 
made  in  court. 

At  the  trial  in  the  municipal  court,  before  Chief  Justice  Bolster, 
it  appeared  that  the  Lincoln  Realty  Company  occupied  an  office 
at  No.  o  Bromfield  Street,  Boston,  in  the  same  building  with  the 
National  Finance  Company,  a  IMassachusetts  corporation,  which 
was  not  licensed  under  chapter  727  of  the  Acts  of  1911.  Prospec- 
tive borrowers  apjilying  to  the  Lincoln  Realty  Company  were 
referred  to  the  National  Finance  Company;  those  applying  to 
the  National  Finance  Company  were  referred  to  the  Lincoln 
Realty  Company.  The  National  Finance  Comjiany  acted  as  a 
l)r()kcr  and  reciucstcd  tlic  Lincoln  Realty  C()in])any  to  make  the 
loan,  rcccivijig  a  ])art  of  the  money  loaned  by  the  Lincoln  Realty 
Company  to  the  borrower  for  its  services. 

A  borrower  desiring  a  loan  of  $25  made  a  note  for  $33,  he  re- 
ceiving 82')  and  the  National  Finance  Coni])any  SS.  Interest 
was  paid  on  the  entire  S'.VA  at  1  i)er  cent.  ])cr  month,  and  security 
i)\'  mortgage,  assignnuM\t  of  wages,  or  olhcrwise.  was  taken.  In 
one  nioiitli,  wIkmi  tlic  loan  matured,  unless  the  note,  $33.33,  was 
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paid,  foreclosure  was  threatened  and  for  forbearance  to  foreclose 
an  additional  sum  was  charged. 

One  witness  testified  that  he  borrowed  $20,  signing  a  note  for 
$27,  $7  of  which  was  paid  the  National  Finance  Company. 

Another  witness  borrowed  $30,  signing  a  note  for  $40,  $10  of 
which  was  paid  the  National  Finance  Company. 

Another  testified  that  he  borrowed  $20  from  the  Wage  Earners' 
Loan  Association  in  December,  1911,  which  he  repaid,  with  $7 
for  the  use  of  it.  He  wished  to  get  another  loan  and  they  referred 
him  to  the  National  Finance  Company,  stating  that  they  were 
going  out  of  business.  He  went  to  the  National  Finance  Company, 
taking  with  him  a  receipt  in  full  from  the  Wage  Earners'  Loan 
Association.  He  was  taken  down  stairs  to  the  Lincoln  Realty 
Company,  where  he  signed  a  note  for  $40,  payable  to  the  Lincoln 
Realty  Company,  and  indorsed  a  check  for  $30,  payable  to  the 
Wage  Earners'  Loan  Association.  He  testified  that  he  did  not 
receive  1  cent  from  the  Lincoln  Realty  Company,  and  that  he 
had  paid  the  Wage  Earners'  Loan  Association  in  full,  with  $7 
for  the  use  of  the  $20  originally  borrowed,  before  going  to  the 
National  Finance  Company  and  the  Lincoln  Realty  Company, 
but,  nevertheless,  he  had  been  obliged  to  pay  the  Lincoln  Realty 
Company  on  his  note  of  $40,  with  1  per  cent,  per  month  interest. 
The  Lincoln  Realty  Company  claimed  they  paid  off  his  indebted- 
ness to  the  Wage  Earners'  Loan  Association  with  the  check. 

Another  witness  testified  that  he  borrowed  $75  from  the  Wash- 
ington Investment  Company,  signing  a  note  for  $85,  and  that 
after  he  had  paid  $30  on  account,  the  Lincoln  Realty  Company 
took  over  the  loan  and  he  signed  a  new  note  and  mortgage  to  the 
Lincoln  Realty  Company  for  $80,  but  received  no  money,  they 
merely  taking  over  the  old  loan. 

Another  witness  testified  that  she  owed  the  Legal  Loan  Com- 
pany $30  for  borrowed  money  and  interest.  They  notified  her 
that  they  were  going  out  of  business  and  sent  her  to  Mr.  Waters 
of  the  National  Finance  Company,  who  took  her  down  stairs  to 
the  Lincoln  Realty  Company,  where  she  signed  a  note  for  $40 
and  indorsed  a  check  for  $30,  receiving  no  money. 

Mr.  Clarence  W.  Rowley  appeared  for  the  Commonwealth  and 
asked  for  a  conviction  of  the  Lincoln  Realty  Company  on  the 
ground  that  the  payment  to  the  National  Finance  Company  of 
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$7  for  securing  a  loan  of  S20,  of  SS  for  securing  a  loan  of  S25,  and 
of  SIO  for  securing  a  loan  of  S30,  was  an  amount  to  be  paid  on  said 
loans  for  interest  and  expenses  exceeding  that  allowed  by  law,  and 
on  the  further  ground  that  the  pa\-ment  to  the  Lincoln  Realty 
Company  of  1  per  cent,  per  month  as  interest  on  a  sum  in  excess 
of  the  amount  actually  borrowed  was  an  amount  equivalent  to 
12  per  cent,  per  annum,  but  the  court  found  the  Lincoln  Realty 
Company  not  guilty,  holding  that  the  amount  loaned  to  the 
borrower  was  the  sum  stated  in  the  note,  out  of  which  he  paid  the 
expenses  to  the  National  Finance  Company. 

It  seems  to  the  supervisor  that  the  above  case  clearly  shows  a 
studied  evasion  of  the  law.  The  possibility  of  such  evasion  can 
be  removed  by  legislation  which  will  prevent  the  charging  by  any 
unlicensed  person,  firm  or  corporation  of  an  amount  in  excess  of 
12  per  cent,  per  annum  in  cases  witliin  the  provisions  of  the  law, 
whether  pa^Tuent  of  the  excess  charge  is  made  to  the  lender  or 
to  another  party. 

Under  the  heading  of  "Recommendations"  is  suggested  the 
legislation  that  would  meet  the 'conditions  developed  in  this  case. 

Legal  Proceedings.  —  A  Supreme  Court  Rescript  uphold- 
ing THE  Constitutionality  of  the  Law^  and  the  Right 
OF  the  Supervisor  to  enforce  Reasonable  Orders.  — 
The  Chattel  Loan  Company  Case. 
References  have  been  made  to  the  Chattel  Loan  Company  and 
its  relations  with  the  work  of  supervision  based  upon  their  asserted 
belief  furnished  them  by  an  array  of  able  attorneys  that  they  had 
vested  rights  and  privileges  under  their  charter  which  exempted 
them  from  observing  the  rules,  regulations  and  orders  of  sui>cr- 
vision.     This  position  was  not  clearly  and  unequivocally  taken 
until  the  Legislature  adjourned.     The  supervisor  determined  to 
test  his  power  by  successive  steps  and  not  by  an  onmibus  itself 
as  the  company  preferred.     The  supervisor  rcnsoucd  that  if  he 
could  not  hold  the  lowest  ,stc]i  he  could  not  rciu-h  the  highest. 
'J'ho  first  issue  joined  was  the  right  to  got  at  the  books  and  papers 
and  coj)y  the  weekly  returns  at  the  expense  of  the  corjioration  if 
they  stood  on  the  technicality  of  the  ])iiysical  act  of  furnishing  the 
information  recjuired  ])y  the  weekly  blanks.     On  giMieral   prin- 
ciples, iiiclii<liiig  this  ]i;irti<iil;ir  issue.  corrcspoiKlciicc,  coiit'cMTUces 
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with  offices,  legal  counsel,  and  the  office  of  the  Attorney-General 
continued  until  July  25,  1912,  when  the  supervisor  issued  an  order 
closing  as  follows :  — 

I  am  sure  that  sufficient  time  has  elapsed  to  allow  you  and  your  counsel 
to  have  secured  all  the  information  or  privilege  which  you  may  have 
expected  to  receive  from  the  Attorney-General.  So  far  as  this  office  is 
concerned  I  consider  that  I  have  exercised  all  the  forbearance  that  any 
fair-minded  person  could  have  asked  for. 

Because  of  your  refusal  to  comply  with  the  regulations  and  order  regard- 
ing a  report  of  details  of  loans,  etc.,  and  because  of  your  refusal  to  allow 
an  examination  to  be  made  into  the  affairs  of  your  company,  I  hereby,  by 
virtue  of  the  authority  of  chapter  400  of  the  Acts  of  1909,  as  amended  by 
sections  19,  20  and  23  of  chapter  727  of  the  Acts  of  1911,  suspend  the  right 
of  the  Chattel  Loan  Company  to  transact  further  business  within  the 
Commonwealth  of  Massachusetts  until  an  examination  as  authorized  by 
section  10  of  chapter  415  of  the  Acts  of  1907,  and  acts  in  amendment 
thereof,  has  been  aUowed,  or  until  the  company  has  comphed  with  the 
regulation  and  order  for  a  report  of  details  of  loans.  In  accordance  with 
this  order  of  suspension  the  corporation  will  forthwith  cease  entirely  to 
conduct  its  business. 

In  the  settlement  which  resulted  the  company  commenced  to 
file  its  current  weekly  reports,  and  with  each  one  that  followed  it 
filed  one  or  more  for  the  preceding  weeks,  until  the  company  had 
filed  the  weekly  reports  required  for  the  use  of  this  office  in  its 
statistics. 

By  these  returns  the  evidence  of  the  charge  of  $2  on  a  $5  or  a 
$10  loan  was  clearly  before  the  supervisor,  and  he  took  the  next, 
step.  He  ordered  the  company  to  cease  making  that  charge  be- 
cause the  authority  for  it  had  been  repealed  by  the  Legislature; 
the  company  through  its  counsel  quoted  its  charter  and  its  amend- 
ments as  an  answer. 

The  company  at  that  time  was  maintaining  six  places  of  busi- 
ness in  which  loans  were  made,  the  supervisor  found  them  in 
existence  and  in  the  suggested  belief  that  the  Bank  Commissioner 
had  authorized  them,  he  gave  them  an  official  number. 

Reasoning  that  the  creative  power  has  the  destroying  power 
unless  it  is  restricted,  the  supervisor  told  the  company  that  he 
did  not  think  that  the  Legislature  intended  to  give  it  a  monopoly, 
and  to  minimize  the  evil  he  ordered  the  company  to  close  all  of 
its  offices  except  one  at  the  close  of  the  license  year,  Sept.  30,  1912. 
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October  1,  the  offices  remained  open  and  the  supervisor  filed  a 
complaint  with  the  Attorney-General,  claiming  that  the  law  was 
being  \'iolated.  Then  information  was  filed  by  the  Common- 
wealth at  the  instance  of  the  Attorney-General,  prajing  for  a 
writ  of  injunction  to  restrain  the  defendant  offices  from  doing 
business  until  they  complied  with  the  law.  On  this  information 
the  issue  was  joined  and  tried  out  before  I\Ir.  Justice  ]Mortoji  of 
the  Supreme  Court.  Assistant  Attorney-General  Powers  repre- 
sented the  Commonwealth.  With  what  has  already  been  WTitten 
the  contentions  of  the  company  may  be  found  in  the  reference 
to  them  made  in  the  rescript  handed  down  by  Judge  Morton  in 
which  he  says :  — 

I  think  and  I  so  find  and  rule  that  the  manner  in  which  the  defendant 
carries  on  its  business  constitutes  an  evasion  and  a  violation  of  the 
provisions  of  St.  1909,  chapter  400,  forbidding  the  maintenance  of  more 
than  one  office,  unless  authorized  by  the  Bank  Commissioner,  or  as  the 
statute  now  is,  by  the  supervisor  of  loan  agencies. 

Whether  it  also  constitutes  a  violation  of  the  regulations  established  by 
the  supervisor,  it  is  not  necessary  now  to  consider.  I  think  and  I  so  find 
and  rule  that  neither  the  Bank  Commissioner  nor  the  super^'isor  has  given 
authority  to  the  defendant  to  maintain  more  than  one  office. 

Both  the  Bank  Commissioner  and  the  supcr^'isor  knew  that  the  defend- 
ant maintained  more  than  one  office  and  allowed  it  to  be  done,  and  the 
supervisor  pending  the  settlement  of  matters  in  regard  to  the  administra- 
tion of  his  office,  affixed  for  booklceeping  purposes  designations  to  the 
different  offices  wliich  were  communicated  to  the  defendant. 

But  no  such  authority  to  maintain  more  than  one  office  as  is  contem- 
plated by  the  statute  was,  I  thinlc  and  I  so  find  and  rule,  given  by  either 
the  Bank  Commissioner  or  supervisor  to  the  defendant.  I  find  that  the 
order  of  suspension  was  issued  after  due  and  reasonable  notice  to  the 
defendant,  and  that  the  defendant  did  not  and  liad  not  complied  uith  the 
same  but  is  carrying  on  its  business  in  violation  thereof. 

I  think  and  I  so  rule  that  the  repeal  of  section  60  of  cliapter  102  of  the 
Revised  Laws  repealed  that  section  for  all  purposes,  and  that  it  no  longer 
remained  in  force  as  a  i>art  of  tlie  defendant's  charter  after  it  was  rejiealed. 
It  seems  to  me  that  the  intenlion  of  the  Legislature  was  to  place  under  the 
control  of  the  supervisor  all  persons,  partnerships,  corporations  and  asso- 
ciations engaged  in  the  business  of  making  loans  of  S300  or  less,  of  the 
cluiractcr  (Icscrihed,  whether  operaiing  undcM*  a  license  or  a  special  charter 
and  to  render  them  sul)je('t  io  th(>  regulalioiis  ;ui(l  thi-  rates  of  interest 
and  expenses  estabhshed  by  i\\r  supervisor. 

Wlictlicr  tliatistrue  generally  or  not,  it  seems  to  me  that  ii  is  true  as 
applie(|  to  t.liis  defendant.      It  is  e\i)ressly  ])ro\i(le(l  in  section  L'o  that  all 
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parts  of  the  charter  of  the  defendant  inconsistent  with  that  chapter  "are 
hereby  repealed."  The  effect  of  that  is,  I  think,  to  render  the  provisions 
of  the  chapter  applicable  to  the  dcjfendant,  even  if  they  arc  not  applicable 
to  it  under  section  19. 

The  defendant  is  not  bound  by  the  regulations  unless  they  are  rea- 
sonable. I  thinlv  and  I  so  find  and  rule  that  the  regulations  whose  viola- 
tion is  complained  of  are  reasonable.  I  also  find  that  the  defendant  has 
not  complied  with  them,  and  that  after  due  and  reasonable  notice  an  order 
of  suspension  was  issued,  and  that  he  is  carrying  on  his  business  in  violation 
thereof. 

I  incline  to  think  that  the  statute  is  constitutional. 

No  relief  is  sought  in  respect  to  the  matter  of  signs,  or  of  the  absence 
from  the  offices  of  persons  to  execute  discharges  referred  to  in  the  oral 
argument  and  in  the  brief  of  the  assistant  Attorney-General,  and  these 
matters  need  not  therefore  be  considered. 

It  follows  that  an  injunction  should  issue  as  prayed  for. 

A  decree  was  asked  for  and  obtained;  the  Chattel  Loan  Com- 
pany appealed;  the  Commonwealth  then  asked  for  and  obtained 
an  interlocutory  decree. 

Each  of  the  six  ofBces  in  question  has  since  paid  a  Hcense  fee 
of  SlOO,  and  a  license  has  been  issued  in  the  name  of  a  corporation 
or  person  other  than  that  of  the  Chattel  Loan  Company;  the 
last-named  company  has  permission  to  make  loans  in  these  offices. 

Legal  Proceedings.  —  Cases  ¥/on.  —  Brockton. 
Criminal  proceedings  were  commenced  in  the  Brockton  Munic- 
ipal Court  before  Judge  Reed,  against  Henry  Dorn  and  Morris 
Shapira  for  engaging  in  the  business  of  making  small  loans  without 
a  license.  The  complaint  followed  the  statute.  The  case  was 
conducted  by  the  Commonwealth  by  Associate  Justice  Walter  I. 
Lane.  In  this  case  collusion  between  the  parties  was  shov/n  by 
the  evidence.  Mr.  Dorn  pleaded  guilty.  Mr.  Shapira  stood  for 
trial  and  was  convicted,  and  fined  $25.  He  appealed  and  the  case 
is  pending  in  the  Superior  Court,  Plymouth  County.  Mr.  Dorn 
has  taken  a  license. 

Paper  Charges. 

The  chief  difficulty  in  controlling  the  frequency  with  which  the 

initial  paper  charge  can  be  made  is  in  the  fact  that  neither  the 

law  nor  any  rules  or  regulations  made  under  it  can  dictate  to  a 

lender  the  length  of  time  for  which  he  shall  loan  money.     The 
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rates  and  conditions  under  which  money  shall  be  loaned,  if  loans 
are  to  be  made,  can  be  declared;  but  the  lender  has  the  discretion 
to  refuse  to  loan  money  if  he  so  elects,  and  to  prescribe  the  date 
when  the  money  is  to  be  returned  if  a  loan  is  to  be  made.  Nat- 
urally, the  lender  seeks  the  investment  which  will  yield  him  the 
largest  return,  and  so  he  is  attracted  to  the  system  of  monthly 
loans.  If  the  lender  is  denied  a  second  paper  charge  on  the  same 
borrower  it  forces  the  borrower  to  go  elsewhere  if  the  borrower 
desires  to  renew  the  loan.  If  the  borrower  goes  elsewhere  he  finds 
himself  forced  to  pay  the  paper  charge.  \Mienever  a  complaint 
has  been  made  by  a  borrower  to  the  supervisor  that  he  has  paid  a 
paper  charge  more  often  than  the  rule  prescribes,  then  the  over- 
charge has  been  ordered  returned;  the  borrower  has  no  such  relief 
if  he  has  paid  the  charge  to  different  lenders.  The  rule  therefore 
cannot  give  the  borrower  the  relief  of  lower  rates  wliich  it  is  in- 
tended to  secure. 

The  system  of  paper  charges  prevailing  under  the  law  before 
supervision  was  established  cannot  be  explained  or  defended 
except  upon  the  admission  that  it  was  intended  to  give  to  the 
lender  a  return  for  the  use  of  his  money  under  some  other  name 
than  interest.  Prejudice  against  a  high  rate  of  interest  was  an- 
swered by  an  evasion  which  yielded  a  sum  purporting  to  be  used 
to  defray  the  expenses  of  executing  legal  papers,  yet  permitting 
the  sum  to  be  charged  for  the  papers  to  increase  as  the  principal 
sum  loaned  increased,  notwithstanding  the  fact  that  the  papers 
were  the  same  in  all  cases. 

The  Eegislature  re])ea]ed  this  statute  authority  for  this  charge 
and  vested,  by  implication  or  inference,  the  ])owor  in  the  su]icr- 
visor  to  continue  the  system.  The  supervisor  drew  ujxni  this  jiower 
only  when  he  was  convinced  that  the  business  of  making  small 
loans  without  any  security  could  not  be  conducted  if  the  income 
was  to  be  only  3  per  cent,  a  month  on  the  outstanding  loans. 
Outstanding  loans  may  fairly  be  termed  "the  bnsiness"  from  the 
interest-bearing  ])oint  of  view.  Any  other  conrse  would  not  have 
yielded  the  results  which  the  Legislature  lu)i)cd  to  secure  when  it 
initiated  the  system  of  supervision. 

Now  Ihe  time  has  come  when  the  system  should  change.  If 
there  is  to  he  a  charge  for  "securing"  a  loan  it  should  s])ecifically 
state  a  certain  sum  I'or  writing  a  mortgage  deed  or  for  filling  out 
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an  assignment,  or  the  legal  fee  for  recording,  etc.  What  the 
borrower  needs  to  know,  when  he  contracts  a  loan,  is  the  exact 
sum  he  is  to  pay  to  retire  that  loan.  Whether  the  expense  is 
referred  to  as  "interest"  or  referred  to  as  "charges,"  the  out- 
come is  the  same;  the  borrower  pays  a  certain  amount  per  month 
for  the  use  of  the  money.  Any  one  is  willing  to  pay  the  honest 
market  price  for  any  article;  but  no  one  feels  happy  under  a  sus- 
picion that  he  is  being  buncoed. 

The  supervisor  is  not  satisfied  with  the  practical  workings  of 
the  rule  that  now  provides  for  an  initial  paper  charge  of  10  per 
cent,  on  the  principal.  He  desires  to  fix  a  rate  of  interest  and  a 
system  of  payment  so  that  an  unscrupulous  lender  cannot  derive 
the  large  returns  which  he  obtained  before  the  office  of  super- 
visor was  created.  It  is,  of  course,  clear  that  the  rate  of  interest 
for  secured  loans  would  not  be  so  high  as  that  for  unsecured  loans. 
The  rate  of  interest  in  each  class  of  risks  could  be  uniform,  and 
the  income  as  related  to  expenses  could  be  more  clearly  ascertained. 
Competition  would  enter  into  a  legitimate  business  protected  by 
supervision  with  reasonable  rules,  and  vigilant  power  ready  to 
enforce  them,  and  would  take  advantage  of  any  remunerative 
field  that  was  open  to  it,  and  would  reduce  the  rate  to  the  lowest 
point  that  made  the  business  profitable. 

It  is  self-evident  that  the  money  of  the  lender  will  seek  the 
avenue  which  gives  it  the  largest  rate  of  return.  If  the  best  rate 
is  for  small  sums  and  short  times  it  will  go  there  and  a  large  por- 
tion of  the  business  has  gone  there;  if  the  best  rate  is  obtained  for 
notes  maturing  monthly,  then  the  business  will  naturally  seek 
this  level;  if  the  best  rate  is  in  an  established  system  where  both 
money  and  interest  is  to  be  repaid  in  installments,  then  the  in- 
vestment will  seek  this  avenue.  Therefore  supervision  can  even- 
tually discover  a  system  that  is  equitable  both  for  the  borrower 
and  the  lender,  having  a  tendency  toward  the  common  good,  and 
continually  making  for  the  lowest  rate  of  interest  possible  in  the 
competitive  desire  to  increase  the  volume  of  business. 

In  the  business  of  loaning  money  without  security  on  salaries 
or  wages,  wherever  there  is  one  who  desires  to  borrow  he  is  apt 
to  persist  in  his  desire  until  he  finds  a  lender.  If  this  business  is 
to  be  transacted  in  the  light  of  supervision,  the  rate  of  return 
permitted  must  be  sufficient  to  so  remunerate  the  lender  that  it 
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will  be  more  profitable  for  him  to  conduct  the  business  under  the 
law  than  it  will  be  to  conduct  the  business  in  the  dark  outside  of 
the  law;  supervision  also  should  cause  the  borrower  to  know  why 
he  is  obliged  to  pay  the  rate  which  he  may  be  called  upon  to 
pay. 

The  supervisor  is  convinced  that  the  best  results  in  supemsion 
can  be  obtained  by  so  exercising  liis  power  as  to  cause  loans  on 
salaries  or  wages  to  be  made  on  the  installment  plan;  that  is  to 
say,  if  the  borrower  receives  his  pay  by  the  week,  then  on  any 
loan  that  he  makes  he  should  commence  to  return  a  portion  of 
the  money  each  week;  or  if  he  receives  pay  by  the  month  then 
he  should  commence  to  return  a  portion  each  month.  Under  such 
a  system  it  would  be  beneficial  to  the  lender  because  it  is  self- 
evident  that  every  dollar  returned  on  the  principal  reduces  the 
percentage  of  the  original  risk  and  increases  the  security;  if 
surety  of  pa^Tuent  can  be  established  then  the  rate  of  interest  -uill 
naturally  fall  in  proportion  thereto.  The  borrower  and  all  those 
in  any  way  dependent  upon  him  vdll  be  benefited  because  under 
such  a  system  the  borrower  would  feel  the  checkrein  which  was 
drawn  upon  him  when  he  was  obliged  to  take  a  portion  of  his 
earnings  for  the  purpose  of  repaying  the  principal.  If  he  made 
a  second  loan  it  would  be  a  second  check;  if  he  made  a  third  loan 
it  would  be  a  third  check;  by  the  time  he  had  made  several  loans 
he  would  find  he  reached  his  limit;  but  he  would  still  be  able  to 
retrieve  himself.  As  a  contrast  to  this  desirable  check  the  present 
system  permits  the  borrower  to  obtain  a  loan  for  a  month  with  a 
high  rate  of  interest;  then  to  pay  the  charge  he  often  has  to  make 
another  loan  from  another  lender;  this  he  continues  until  the 
check  which  he  feels  upon  his  resources  is  his  inability  to  pay  even 
the  interest  on  his  loans.  Cases  are  numerous  where  men  who 
are  earning  from  $18  to  $35  a  week  have  by  this  method  made 
themselves  indebted  for  sums  in  the  hundreds  of  dollars,  and  lui- 
questionably  inucli  of  it  represents  "charges"  they  could  not 
afTord.  '^i'iicy  conic  to  this  office  asking  for  the  intervention  of 
the  su])ervisor  to  enable  them  to  finance  themselves  out  of  their 
indebtedness.  In  many  (;ases  where  the  office  has  settled  by 
asking  that  all  charges  cease,  the  lender  has  agreed  to  acccjit  as 
low  as  50  cents  a  week,  thus  distributing  the  indebtechiess  some- 
times even  longer  than  six  months.    The  system  outlined  by  the 
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supervisor  can  be  used  to  get  them  out  of  the  slavery  of  debt. 
Many  lenders  have  co-operated  with  this  office  by  yielding  what 
was  sometimes  their  legal  rights  and  accepting  the  suggestions 
of  the  supervisor  in  cases  spoken  of  in  the  preceding  paragraph. 

Observations. 

Commencing  the  business  of  making  small  loans  anew  in  a 
term  of  three  or  four  months  an  office  reaches  its  loaning  capacity 
and  after  that  period  of  time  it  does  not  appear  to  increase  beyond 
the  amount  it  then  has  out  on  loans.  In  fact,  owners  have  said 
that  they  would  borrow  in  capital  beyond  this  amount  if  it  could 
be  disposed  of,  but  they  do  not  find  themselves  able  to  create 
the  market. 

Wlien  business  decreases  with  one  office  it  is  apt  to  increase 
with  another  in  the  same  week,  so  that  the  general  totals  increase 
with  each  month. 

Increases  are  quite  marked  in  the  neighborhood  of  holidays. 

The  amount  received  for  loans  repaid  corresponds  fairly  well 
with  the  amount  paid  out  on  loans  made  in  any  one  month. 

Where  small  loans  are  made  with  security  the  capital  in  the 
business  appears  to  be  turned  over  about  three  times  a  year; 
where  loans  are  made  without  any  security  the  capital  engaged 
in  the  business  is  turned  on  an  average  about  six  times  a 
year. 

The  business  has  separated  itself  naturally  into  classes;  that 
is  to  say,  there  are  some  offices  which  exclude  salary  loans,  others 
confine  themselves  to  salary  loans  wholly  and  exclude  secured 
loans.  Some  make  a  specialty  of  only  loaning  to  teachers  and 
professional  people;  others  only  to  policemen  and  firemen;  the 
specialty  of  another  office  seems  to  be  city  employees  of  whom 
many  hundreds  are  its  clients;  another  office  confines  itself  wholly 
to  horses,  or  others  deal  wholly  with  employees  of  newspapers 
in  the  composition  and  press  departments,  etc. 

The  legislation  of  last  year,  chapter  675  of  the  Acts  of  1912, 
brought  to  the  office  at  least  20  additional  licenses,  and  it  being 
near  to  the  close  of  the  license  year  a  number  of  licenses  were  not 
applied  for  until  September  30;  more  than  $2,000  has  been  added 
to  the  treasury  of  the  Commonwealth,  and  more  than  a  dozen 
offices  have  ceased  to  do  business  without  the  incidental  expense 
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to  the  Commonwealth  of  prosecution,  showing  a  decided  net 
gain  to  the  Commonwealth  financially;  it  has  also  in  many  other 
ways  been  of  advantage  to  the  work  of  supervision. 

Recomimendations. 

Pawnbrokers.  —  The  rate  of  interest  to  be  charged  by  pawn- 
brokers is,  by  section  21  of  chapter  727  of  the  Acts  of  1911,  to  be 
established  by  the  board  which  grants  licenses  to  pa-^iibrokers, 
and  is  to  be  to  the  satisfaction  of  the  supervisor.  Section  7  of 
chapter  727  p^o^•ides  that  in  the  business  directly  under  super- 
vision the  supervisor  shall  establish  the  rate  of  interest  and  "  shall 
have  due  regard  to  the  amount  of  the  loan  and  nature  of  security, 
the  time  for  which  the  loan  is  made,  but  the  rate  shall  not  exceed 
3  per  cent,  a  month."  On  examination  the  supervisor  found  that 
the  rate  of  interest  allowed  pawnbrokers  (section  35,  chapter  102) 
was  not  the  same  in  all  cities,  and  that  the  rate  ranged  from  50 
to  200  per  cent,  per  annum.  The  supervisor  was  confronted  with 
this  problem;  the  highest  rate  of  interest  which  he  could  allow- 
on  a  loan  which  vras  made  without  any  security  whatever  was  3 
per  cent,  per  month;  if  3  per  cent,  a  month  was  the  highest  rate 
which  he  could  establish  without  security  it  must  necessarily 
follow  that  if  he  was  to  have,  as  the  act  required  him  to  have, 
"due  regard  to  the  nature  of  the  security,"  he  certainly  could 
not  allow  3  per  cent,  on  a  secured  loan.  If  he  reached  a  conclusion 
based  on  this  reasoning,  then  it  would  be  very  much  at  variance 
with  the  conclusions  that  had  been  reached  by  those  now  charged 
with  the  duty  of  fixing  the  rate  and  the  regulations. 

The  supervisor  therefore  recommends  that  section  7  of  chapter 
727  of  the  Acts  of  1911  be  amended  by  striking  out  from  said 
section  the  words  "but  the  rate  shall,  in  no  case,  exceed  three  per 
cent,  a  month,"  so  that  the  section  shall  read:  — 

Section  7.  The  supervisor  sluill  osliihlish  tlio  rule  of  interest  to  be 
coll('(;(c(i,  and  in  fixing  80,id  rule  shall  liavo  clue  regard  to  the  amount  of 
llie  loan  and  the  nature  of  the  security  and  the  time  for  which  the  loan 
is  made;  and  no  licensee  or  comjjany  or  association  to  which  this  act 
aI)pli(^s,  shall  charge  or  receive  upon  any  loan  a  greater  rate  of  interest 
than  that  fixed  by  the  supervisor. 

If  it  could  l)c  the  system  ought  (o  be  reversed.  As  it  is  to-day, 
the  mail  who  wants  the  smallest  amount    for  the  shortest  time 
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pays  the  largest  rate,  while  the  man  who  wants  the  largest  sum 
for  the  longest  time  gets  the  lowest  rate  of  interest.  If  supervision 
is  to  help  those  deserving  it  ought  to  find  some  way  whereby  the 
needy  desiring  the  smaller  amounts  can  get  better  treatment  than 
they  are  getting  now,  either  in  the  small  loan  business  or  in  the 
pawn  shops.  If  the  most  attractive  rate  of  return  is  the  smaller 
sums,  there  is  every  inducement  for  the  dealer  to  make  his  loans 
on  that  basis,  and  to  refuse  to  advance  even  the  reasonable  de- 
mand of  a  borrower;  then  the  borrower  raises  a  loan  on  his  ticket 
and  that  is  the  finish  of  many  such  transactions. 

Chapter  278  of  the  Acts  of  1909,  which  was  in  force  before 
chapter  605  of  the  Acts  of  1908  was  repealed  by  the  act  creating 
this  office,  made  provision  for  a  number  of  fraternal  remedial 
associations  which  are  now  without  that  legal  protection.  It 
would  be  helpful  to  them  if  it  was  re-enacted,  with  an  added  pro- 
vision that  these  societies  should  be  registered  at  the  office  of  the 
Supervisor  of  Loan  Agencies  and  make  such  returns  as  might  be 
required. 

To  meet  the  evasion  of  the  law  set  forth  in  this  report  under  the 
head  of  "Legal  Proceedings,"  in  the  case  decided  against  the 
Commonwealth  by  Chief  Justice  Bolster  of  the  municipal  court, 
I  recommend  the  passage  of  the  accompanying  bill :  — 

Section  1.  Section  three  of  chapter  seven  hundred  and  twenty-seven 
of  the  acts  of  the  year  nineteen  hundred  and  eleven,  as  amended  by  sec- 
tion two  of  chapter  six  hundred  and  seventy-five  of  the  acts  of  the  year 
nineteen  hundred  and  twelve,  is  hereby  further  amended  by  adding  at  the 
end  thereof  the  following:  —  In  prosecutions  under  this  act,  the  amount 
to  be  paid  upon  any  loan  of  three  hundred  dollars  or  less  for  interest 
or  expenses  shall  include  all  sums  paid  or  to  be  paid  by  or  on  behalf  of  the 
borrower  for  interest,  brokerage,  recording  fees,  commissions,  services, 
extension  of  loan,  forbearance  to  enforce  payment,  and  all  other  sums 
charged  against  or  paid  or  to  be  paid  by  the  borrower  for  making  or  secur- 
ing or  directly  or  indirectly  relating  to  the  loan,  and  shall  include  all  such 
sums  when  paid  by  or  on  behalf  of  or  charged  against  the  borrower  for 
or  on  account  of  making  or  securing  the  loan,  directly  or  indirectly,  to 
or  by  any  person,  partnership,  corporation  or  association  other  than  the 
lender,  if  such  payment  or  charge  was  known  to  the  lender  at  the  time 
of  making  the  loan,  or  might  have  been  ascertained  by  reasonable  inquiry. 
Any  person,  partnership,  corporation  or  association  directly  or  indirectly 
engaging  in  the  business  of  negotiating,  arranging,  aidiiig  or  assisting 
the  borrower  or  lender  in  procuring  or  making  loans  of  three  hundred 
dollars  or  less  from  which  the  amount  paid  or  to  be  paid  for  interest  and 
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expenses,  including  all  amounts  paid  or  to  be  paid  to  any  other  party 
therefor,  exceeds  in  the  aggregate  an  amount  equivalent  to  twelve  per 
cent,  per  annum,  whether  such  loans  are  actually  made  by  such  person, 
partnership,  corporation  or  association  or  by  another  part}''  or  parties, 
shall  be  deemed  to  be  engaged  in  the  business  of  making  small  loans  and 
shall  be  subject  to  the  proA-isions  of  this  act,  —  so  that  as  amended  said 
section  shall  read:  —  Section  3.  No  person,  partnership,  coi*poration 
or  association  within  the  commonwealth  shall  directl}'  or  indirectly  en- 
gage in  the  business  of  making  smaU  loans  of  tlxt'ee  hundred  dollars  or 
less  if  the  amount  to  be  paid  on  any  such  loan  for  interest  and  exjjenses, 
exceeds  in  the  aggregate  an  amount  equivalent  to  twelve  per  cent,  per 
annum  upon  the  sum  loaned,  without  first  obtaining  from  the  super- 
visor of  loan  agencies  a  license  to  carry  on  the  said  business  in  the  city 
or  town  in  wliich  the  business  is  to  be  transacted.  When  an  apphcation 
for  a  loan  or  for  an  endorsement  or  guarantee,  or  for  the  purchase  of  a 
note  is  made  by  any  person  within  this  commonwealth,  and  the  money 
is  advanced  or  the  endorsement  or  guarantee  is  made  or  furnished  by 
any  person,  partnership,  corporation  or  association  situated  ■without 
the  commonwealth,  the  transaction  shall  be  deemed  a  loan  made  within 
the  commonwealth  and  such  a  loan  and  the  parties  making  it  shall  be 
subject  to  the  provisions'  of  this  act.  The  buying  or  endorsing  of  notes, 
or  the  furnishing  of  guarantee  or  secm-ity  for  compensation  shall  be  con- 
sidered engaging  in  the  business  of  making  small  loans  within  the  pro- 
visions of  this  act.  In  prosecutions  under  this  act,  the  amount  to  be  paid 
upon  any  loan  of  three  hundred  dollars  or  less  for  interest  or  expenses 
shall  include  all  sums  paid  or  to  be  paid  by  or  on  behalf  of  the  borrower 
for  interest,  brokerage,  recording  fees,  commission  services,  extension 
of  loan,  forbearance  to  enforce  payment,  and  all  other  sums  charged 
against  or  paid  or  to  be  paid  by  the  borrower  for  making  or  secm'ing  or 
directly  or  indirectly  relating  to  the  loan,  and  shall  include  all  such  sums 
when  paid  by  or  on  behalf  of  or  charged  against  the  borrower  for  or  on 
account  of  making  or  securing  the  loan,  directly  or  indirectly,  to  or  by 
any  person,  partnership,  corporation  or  association  other  than  the  lender, 
if  such  payment  or  charge  was  known  to  the  lender  at  tlie  time  of  making 
the  loan,  or  might  have  been  ascertained  by  reasonable  inquiry.  Any 
person,  partnership,  corj^oration  or  association  dircctlj'  or  indirectly 
engaging  in  the  business  of  negotiating,  arranging,  aiding  or  assisting  the 
borrower  or  lender,  in  procuring  or  making  loans  of  three  hundred  dollars 
or  less  for  wliich  the  amount  paid  or  to  be  paid  for  interest  or  expenses, 
including  all  amounts  paid  or  to  be  paid  to  any  other  party  therefor  ex- 
ceeds in  tlie  aggregate  an  amount  ecjuivalent.  to  12  per  cent,  per  annum 
whether  sucli  loans  are  actually  made  by  such  i)erson,  jiartnershii),  cor- 
poration or  association  or  by  nnollici'  party  or  ]>;irli('s,  slmll  be  dci-nicd 
to  l)c  engaged  in  the  business  of  ninkint^  >;ni;ill  loiiiis  and  ^liall  he  .subject 
to  the  provisions  of  this  act. 

Section  2.    Section  seventeen  of  .said  (•lKij)ter  scvin   liundrcHl  and 
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twenty-seven,  as  amended  by  section  five  of  chapter  six  hundred  and 
seventy-five  of  the  acts  of  the  year  nineteen  hundred  and  twelve,  is  here- 
by further  amended  by  adding  at  the  end  thereof  the  following:  —  In 
prosecutions  under  this  act  the  fact  that  the  defendant  has  made  or 
assisted  in  the  making  of  two  or  more  loans  of  three  hundred  dollars  or 
less  upon  which  there  has  directly  or  indirectly  been  paid  or  charged 
for  interest,  brokerage,  recording  fees,  commissions,  services,  extension 
of  loan,  forbearance  to  enforce  payment,  or  other  expenses,  a  sum  which 
exceeds  in  the  aggregate  an  amount  equivalent  to  twelve  per  cent,  per 
annum  upon  the  amount  actually  received  by  the  borrower  whether  such 
sum  has  been  paid  to  or  charged  by  the  defendant  or  paid  to  or  charged 
by  any  other  person,  partnership,  corporation  or  association,  shall  be 
prima  facie  evidence  that  the  defendant  has  engaged  in  and  carried  on 
the  business  of  making  loans  to  which  the  provisions  of  this  act  apply,  — 
so  that  as  amended  said  section  shall  read:  —  Section  17.  Whoever 
not  being  duly  licensed  as  provided  in  this  act  on  his  own  account  or  on 
account  of  any  other  person,  partnership,  corporation  or  association, 
not  so  licensed  engages  in  or  carries  on  directly  or  indirectly,  either  sepa- 
rately or  in  connection  with  or  as  a  part  of  any  other  business,  the  business 
of  making  loans  or  buying  notes  or  furnishing  endorsements  or  guarantees 
to  which  the  provisions  of  this  act  apply  shall  be  punished  by  a  fine  of  not 
more  than  five  hundred  dollars  or  by  imprisonment  for  not  more  than 
sixty  days  or  by  both  such  fine  and  imprisonment,  and  any  loan  made  on 
note  purchased  or  endorsement  or  guarantee  furnished  by  an  unlicensed 
person,  partnership,  corporation  or  association  in  violation  of  this  act 
shall  be  void.  In  prosecutions  under  this  act  the  fact  that  the  defendant 
has  made  or  assisted  in  the  making  of  two  or  more  loans  of  three  hundred 
dollars  or  less  upon  which  there  has  been  directly  or  indirectly  paid  or 
charged  for  interest,  brokerage,  recording  fees,  commissions,  services, 
extension  of  loan,  forbearance  to  enforce  payment  or  the  other  expenses, 
a  sum  which  exceeds  in  the  aggregate  an  amount  equivalent  to  twelve 
per  cent,  per  annum  upon  the  amount  actually  received  by  the  borrower, 
whether  such  sum  has  been  paid  to  or  charged  by  the  defendant  or  paid 
to  or  charged  by  any  other  person,  partnership,  corporation  or  association 
shall  be  prima  facie  evidence  that  the  defendant  has  engaged  in  and  car- 
ried on  the  business  of  making  loans  to  which  the  provisions  of  this  act 
apply. 

Section  3.     This  act  shall  take  effect  upon  its  passage. 

Conclusion. 
As  a  result  of  one  year's  study  the  supervisor  feels  confident 
that  supervision  in  Massachusetts  is  established  on  a  constructive 
plan.  In  this  one  year  questions  involving  an  interpretation  of 
the  law  have  been  passed  upon  by  the  lower  courts,  and  the  con- 
stitutionality of  the  whole  act,  and  the  power  of  the  supervisor 
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so  far  as  exercised,  has  been  tested  ■^ith  the  abiUty  of  able  counsel 
who  questioned  it  in  our  Supreme  Court;  their  contentions  were 
denied  and  the  decision  in  favor  of  the  Commonwealth  in  its 
eflFect  has  reached  beyond  the  contestant.  Other  proceedings 
are  in  process.  In  the  same  short  space  of  time  the  foundation 
has  been  laid  and  a  system  has  been  established  from  which  in 
the  coming  year  great  progress  will  be  made  in  perfecting  the 
superstructure. 

I  welcome  the  co-operation  of  all  those  who  are  interested  in 
the  w^ork.  I  invite  the  members  of  the  Legislature  to  inspect  the 
office  and  its  system. 

I  respectfully  ask  for  the  passage  of  a  resolve  providing  that 
2,000  copies  of  this  report  may  be  printed.  Inquiries  relating 
to  the  work  of  the  office  and  applications  from  lenders  and  their 
employees,  and  borrowers,  who  are  entitled  to  a  copy,  indicate 
that  this  number  will  not  be  excessive. 

E.  GERRY  BRO^^^^ 

Supervisor  of  Loan  Agencies. 


LABOR  RESOLUTION  ON  SMALL  LOANS. 


Resolution  No.  7,  adopted  by  the  A.  F.  of  L.  in  national  con- 
vention, Rochester,  N.  Y.,  November,  1912:  — 

Whereas,  the  President  of  tlic  United  States  has  submitted  to  the 
meeting  of  the  Governors  of  the  States  to  be  held  in  December  a  prop- 
osition for  the  creation  of  additional  banlcs  for  \\w  benefit  of  the  farmers 
as  wealth  producers;  therefore,  be  it 

Resolved,  That  tlie  American  Federation  of  Lalior,  in  conxention  as- 
sembled, endorses  the  projjosition  with  the  following  conditions: 

First,  that  if  anj"^  systcMn  for  more  adequate  money  and  banking  facilities 
is  to  be  created  it  should  incliide  provisions  whereby  the  wage  workers  of 
the  nation  also  may  obtain  credit  at  cost.  The  only  source  now  available 
is  a  monopoly  enforcing  its  excessive  high  i)riccs  for  the  use  of  the  private 
credit  by  the  power  of  the  defects  of  our  present  financial  system;  wealth 
producers  arc  thus  forced  to  ix-comc  and  remain  n>ntcrs  of  farms  and 
homes  when  they  should  nun  llicin. 

Second,  that  the  credit  used  by  any  bank.s  estai)lisli('d  for  the  lienelit  of 
the  connnon  pc()j)le  should  be  tiie  credit  of  all  the  jjeopie  coined  into 
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legal  tender  and  circulating  as  a  medium  of  exchange  for  the  wealth  pro- 
duction of  the  country,  thus  replacing  the  vicious  system  that  uses  the 
credit  of  all  the  people  as  an  endorser  of  the  private  credit  of  a  few  of  the 
people,  who  under  the  special  privileges  now  given  to  them  circulate  their 
credit  as  bank  credit,  enabling  these  few  people  to  draw  interest  on  what 
they  owe  and  thus  continue  to  concentrate,  as  the  system  already  has 
concentrated  the  wealth  of  the  country  in  the  hands  of  the  few.  We 
declare  that  this  financial  system  which  uses  an  evidence  of  its  debt  as 
the  tool  of  exchange  for  labor's  products,  tliis  system  that  is  drawing 
interest  on  what  it  owes,  has  been  denounced  in  all  conventions  of  labor 
men  which  have  preceded  this  convention,  and  that  their  prophecies 
that  it  would  develop  the  economic  and  social  ills  that  now  afflict  the 
country  have  been  fulfilled. 

Resolved,  That  we  reiterate  labor's  long-continued  demand  for  a  reform 
in  banking  and  currency  that  will  stop  the  abuses  that  yield  monopohstic 
profits  to  large  institutions  and  combinations,  wliich  profits  are  taken 
from  the  annual  wealth  production  of  the  country,  without  rendering  an 
adequate  equivalent,  thus  creating  a  useless  burden  that  is  a  prolific 
source  of  disease,  poverty  and  crime. 

We  declare  that  the  voice  of  the  representatives  of  organized  labor  is 
as  much  entitled  to  be  heard  on  this  problem  as  that  of  representative 
bankers  or  representative  business  men,  for  in  the  end  all  fixed  charges, 
all  annual  costs  of  national  housekeeping,  must  be  paid  out  of  the  annual 
wealth  production  of  the  nation's  wealth  producers,  thereby  lessening  the 
returns  to  labor  if  these  annual  costs  are  excessive  or  unnecessary.  When 
selfish  interest  is  given  any  special  privilege  to  encroach  upon  the  natural 
rights  of  the  individual  its  greed  will  know  no  limit.  Labor  declares  that 
the  natural  rights  of  every  individual  include  living  wages  and  conditions 
that  will  bring  universal  peace  and  prosperity.  No  system  has  any  moral 
right,  and  therefore  it  should  have  no  legal  right  to  caU  upon  labor  to 
surrender  any  of  its  product  unless  the  system  renders  in  return  a  fuU 
equivalent. 


LICENSED  SMALL  LOAN  AGENCIES. 

COERECTED  TO   FeB.    1,    1913. 


Following  is  a  list  of  those  engaged  in  the  business  of  making 
small  loans  in  the  cities  and  towns  in  Massachusetts,  and  licensed 
for  the  year  ending  Sept.  30,  1913:  — 
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REPORT. 


Office  of  the  Supeevisor  of  Loan  Agencies, 
6  Park  Street,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
727,  Acts  of  1911,  I  have  the  honor  to  submit  this,  my  third 
report. 

The  Office  as  a  Tax  Earner. 

This  office  has  received  and  paid  over  to  the  treasury  from 
its  opening  up  to  tlie  close  of  the  fiscal  year,  Nov.  30,  1913, 
$31,300.  For  the  same  period  the  total  expense  of  the  office 
is  $17,119.30,  yielding  to  the  Commonwealth  to  be  applied  to 
its  other  expenses  a  balance  of  $14,180.70. 

The  treasury  has  received  $14,180.70  more  than  it  has  been 
called  upon  to  pay  out  for  the  expense  of  maintaining  the 
office  of  Supervisor  of  Loan  Agencies. 

When  mention  is  made  of  the  increased  burden  placed  upon 
the  taxpayers  of  the  Commonwealth  by  reason  of  the  creation 
of  new  commissions  and  boards,  the  office  of  Supervisor  of 
Loan  Agencies  should  not  be  included  among  them  by  any 
one  who  has  a  knowledge  of  the  record  of  the  office. 

Each  year  the  office  has  lived  within  its  appropriation  and 
earned  more  than  its  appropriation;  this  year  the  appropria- 
tion was  $10,000;  it  collected  and  paid  in  to  the  treasury  for 
license  fees,  $14,200;  its  expense  for  this  year  was  $9,745.50. 
The  supervisor  was  given  an  increase  of  salary,  but  the  office 
expenses  were  kept  within  the  appropriation. 

Offices  under  Supervision. 
The   following   offices  are   chartered  by  special   acts   of  the 
Legislature,  placed  under  the  supervision  of  this  office,  but  are 
exempt  from  paying  a  license  fee :  Collateral  Loan  Company 
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of  Boston,  Workingmen's  Loan  Association  of  Boston,  Worces- 
ter Collateral  Loan  Association  and  Chattel  Loan  Company  of 
Boston. 

Eleven  places  surrendered  their  licenses  during  the  year,  or 
at  the  end  of  the  year,  finding  the  business  unprofitable  under 
the  rates  established. 

Ninety-seven  licenses  were  recorded  as  issued  at  the  date  of 
the  last  report. 

One  hundred  and  twenty-four  places  will  be  engaged  in  the 
business  of  making  small  loans  for  the  coming  year,^  and  have 
paid  the  license  fee  for  the  year  ending  Sept.  30,  1914.  The 
list  appears  at  the  end  of  this  report. 

This  is  a  net  increase  of  six  licenses  over  the  number  reported 
for  the  license  year  ending  Sept.  30,  1913,  and  forty-three 
places  over  the  number  reported  for  the  license  year  ending 
Sept.  30,  1912. 

The  increase  in  number  is  largely  due  to  the  amendments  to 
the  act  of  1911  which  w^ere  made  in  1912,  and  especially  to 
the  amendments  of  1913.  Places  that  were  doing  business 
w'ithout  a  license,  by  availing  themselves  of  certain  projects 
for  evading  the  law,  either  changed  their  opinions  on  reading 
the  law  with  its  amendments  of  1913,  or  did  so  during  the 
campaign  of  prosecution  by  this  office  which  commenced  when 
the  amendments  of  1913  went  into  effect  and  which  made  six- 
teen cases  before  the  court  and  sixteen  convictions.  The  law 
is  now  regarded  as  more  drastic  than  that  of  any  other  State. 
The  progress  made  in  other  States  is  reported  under  the  head- 
ing of  "Legislation  in  Other  States." 

Capital  represented. 

At  the  end  of  tlic  license  year  the  returns  of  one  hundred 
and  seven  places  under  su])er\isi()n  wctc  used  in  \\\v  tabnlations 
pul)lish(>(l   in  this  report. 

I'^ourtccn  odiccs  loan  only  on  security,  a  gain  of  fonr  over 
tlic  ininibcr  r(])oiic(l  hist  year,  l^'orty-eight  offices  make  loans 
(■itli(T  with  or  without  security,  a  ,i:;ain  of  nineteen  (hiring  the 
year.  l''orty-fi\-e  ofliees  make  loans  \vitlionl  seenrity,  a  gain 
of  fonrteen   dnring   the  year. 

>  Nov.  30,  Doo.  18, 1013,  3  lioonsos  woro  Brantod,  making  ono  hundred  and  twonty-ae\-on  in 
force. 
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Eleven  places  surrendered  a  license  at  different  dates  during 
the  year.  Including  the  returns  made  by  them  on  weekly  and 
monthly  sheets  gives  the  following  figures,  which  are  not  the 
same  as  those  based  on  tabulations  from  complete  returns  of 
one  hundred  and  seven  places:  — 

Total  amount  of  capital  invested, $3,095,350  80 

Total  amount  of  loans  outstanding,      .       .       .       .       .  2,685,904  00 

Loans  outstanding  averaged  to  each  office,  .  .  .  24,197  00 
Amount  of  money  involved  in  loans  under  supervision  and 

made  during  the  year, 7,041,059  00 

Number  of  loans  made  during  the  year,       ....  301,203 

Average  amount  reported  and  tabulated  each  week,  .  .  $135,405  00 
.  Average  number  of  loans  reported  and  tabulated  each 

week,       . 5,792 

Review  op  the  Work  of  the  Office  since  its 
Establishment. 
This  office  came  into  existence  on  the  recommendations  con- 
tained in  a  report  made  by  the  committee  on  banks  and  bank- 
ing after  it  had  held  a  number  of  public  hearings  and  other- 
wise investigated  the  whole  subject.  This  report  is  herein 
reprinted  because  in  the  opinion  of  the  Supervisor  it  should 
come  under  the  view  of  those  who  are  interested  in  the  sub- 
ject not  only  in  this  State  but  in  many  others.  The  office  has 
many  requests  for  information.  Other  States  adopted  the 
Massachusetts  system  in  part  last  year,  and  some  States  had 
it  under  consideration  and  deferred  action.  The  time  of  the 
office  in  general  correspondence  will  be  saved  by  the  publica- 
tion in  this  report  of  the  records,  observations,  opinions,  experi- 
ence and  conclusions,  which  follow:  — 

House  No.  2084. 

The  Commonwealth  of  Massachusetts, 

House  of  Representatives,  June  29,  1911. 

The  committee  on  banks  and  banking,  proceeding  under  the  following, 
joint  order  dated  April  11,  entered  upon  its  duties  early  in  May:  — 

Ordered,  That  the  committee  on  banks  and  banking  be  authorized  to  investi- 
gate the  operation  of  chapter  102  of  the  Revised  Laws,  regulating  the  business  of 
making  loans  by  persons,  firms  or  corporations  engaged  in  the  business  of  loaning 
money  upon  mortgages  or  personal  property,  collateral  securities  or  assignment 
of  wages,  or  engaged  in  the  business  of  making  small  loans  without  security;  and 


6  LOAN  AGENCIES.  [Jan. 

for  such  purpose  said  committee  shall  have  authority  to  summon  and  compel  the 
attendance  of  witnesses,  with  books,  papers  and  records  of  such  business,  and  to 
administer  oaths  in  accordance  with  the  pro\-isions  of  chapter  175  of  the  Revised 
Laws.  Said  committee  shall  have  authority  to  employ  a  stenographer,  and  shall 
report  to  the  General  Court,  with  their  recommendations,  on  or  before  the  first 
day  of  June  in  the  current  year. 

Public  hearings  were  held  in  Room  439,  State  House,  as  follows:  May 
8,  May  11,  IMay  16,  May  18,  IMay  22,  June  5,  June  6  and  Jime  8.  A 
stenographer  was  sent  to  New  York  to  attend  the  conference  on  the  loan 
shark  evil  iSIay  18,  under  the  joint  auspices  of  the  ^Merchants  Association 
of  New  York  and  the  Russell  Sage  Foundation,  at  the  Merchants  Asso- 
ciation in  New  York,  60  Lafayette  Street. 

Before  your  committee  there  appeared  many  witnesses,  including  the 
Bank  Commissioner,  the  Pohce  Commissioner  of  the  city  of  Boston  and 
his  secretary',  representatives  of  the  Chamber  of  Commerce,  representa-  ■ 
tives  of  several  large  corporations,  public  service  and  other,  and  a  nmn- 
ber  of  prominent  business  men,  many  witnesses  who  had  had  various 
transactions  with  those  loaning  monej^,  and  finally  representatives  and 
officers  of  those  loaning  money  and  the  loan  companies. 

Your  committee  found  the  subject  to  be  a  higlily  tecluiical  one,  with 
various  statutes  passed  bj''  several  preceding  Legislatiires,  and  that  the 
complexity  of  the  subject  was  such  as  to  require  careful  but  radical  treat- 
ment and  an  entirely  new  method  of  effectively  regulating  the  business. 

After  hearing  much  evidence  and  many  suggestions  your  committee 
came  to  the  conclusion  that  there  were  two  classes  of  borrowers,  —  the 
borrowers  thi-ough  necessity  and  the  borrowers  tlu'ough  improvidence,  — 
and  had  impressed  upon  it  that  money  hunger,  either  the  hunger  of  neces- 
sity or  the  hunger  of  wilful  extravagance,  could  not  be  satisfied  by  pure 
loan  laws  which  amounted  to  prohibition,  any  more  than  food  hunger 
could  be  gratified  by  pure  food  laws  which  amounted  to  prohibition;  that 
pure  loan  laws  will  be  beneficial  when  they  are  practical;  but  that  the  opera- 
tion of  loan  agencies  under  existing  conditions  apiM-oaching  justice  will  do 
more  to  minimize  the  evils  incident  to  the  loan  business  than  a  great 
many  laws  based  on  suppression;  that  the  class  of  borrowere  through  neces- 
sity must  be  provided  for,  and  that  tlie  class  of  borrowei-s  through  im- 
providence must  not  ])C  encouraged;  tliat  the  entire  business  of  small 
loans  was  fraught  with  dangers  and  with  complications,  but  that  these 
dangers  and  complications  made  it  tlic  more  necessary  to  have  an  ade- 
quate law  and  an  adequate  sclicnie  for  sujiervision. 

Your  comiuiHoe  found  tliat  the  oiH'ration  of  the  present  laws  was  such 
as  to  cause  nuich  liardship  and  abuse  as  well  as  a  lack  of  uniformity  in 
supervision  and  control,  both  by  having  eacli  city  and  town  regulate  its 
local  business,  sometimes  well  and  sometimes  ill,  and  by  the  cxemjition  of 
certain  sp(!cially  incorporated  companies  from  the  operation  of  chai)ter 
005  of  the  Acts  of  1!)0S,  \\\\h:]\  atlempted  to  i)lace  all  persons  making 
loan.s  of  S200  or  less,  upon  which  a  rate  of  interest  was  charged  greater 
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than  12  per  cent,  per  annum,  under  the  control  of  the  police  department 
of  the  city  of  Boston  and  of  the  mayor  and  aldermen  in  other  cities,  and 
in  towns,  of  the  selectmen;  that  the  statutes  prescribing  conditioas  and 
local  regulations  were  successfully  evaded,  and  the  most  flagrant  viola- 
tions were  in  respect  to  the  expense  of  making  loans  limited  by  the  pro- 
visions of  section  60  of  chapter  102  of  the  Revised  Laws.  Your  committee 
beheves  the  only  cure  for  these  conditions  is  to  create  a  central  super- 
visory licensing  power  to  be  uniformly  employed  in  the  conduct  of  this 
business  in  every  city  and  town  in  Massachusetts. 

Your  committee  found  that  in  most  cases  the  complaints  were  concern- 
ing the  so-called  "paper  charges"  for  the  making  of  loans,  which  were 
often  collected  on  the  renewal  of  loans  under  said  section,  but  with  con- 
flicting evidence  was  unable  to  determine  whether  an  original  so-called 
''paper  charge"  should  be  allowed  or  entirely  prohibited;  and  if  allowed, 
whether  it  should  be  limited  to  actual  cash  disbursements  for  appraisal 
of  goods  and  recording  fees  or  not. 

Your  committee  also  found  that  some  of  the  specially  incorporated 
companies  should  have  more  regulation  and  closer  supervision  than  the 
law  has  permitted  the  Bank  Commissioner  to  exercise. 

Your  committee  also  found  that  in  relation  to  the  assignment  of  wages 
there  might  be  a  hardship  by  not  exempting  a  certain  amount  from  the 
operation  of  such  assignments,  and  beheves  such  exemption  should  be 
made. 

Your  committee  also  heard  much  testimony  regarding  the  hardships 
resulting  from  the  assignment  of  wages  by  employees  as  security  for  loans, 
but  much  of  the  evidence  showed  that  the  employers  of  labor  were  uncon- 
sciously aiding  the  loan  companies  by  their  failure  to  acquaint  themselves 
with  the  law,  which  required  their  written  acceptance  and  the  wife's  sig- 
nature, if  a  married  employee,  and  too  often  retained  the  employees' 
wages  upon  illegal  assignments  or  discharged  the  employee. 

Your  committee,  after  communicating  with  all  of  the  cities  in  the 
Commonwealth  relative  to  the  regulations  of  loan  companies  and  pawn- 
brokers, found  that  there  was  a  lack  of  uniformity  in  the  regulation  of 
pawnbrokers  and  the  interest  charged  by  them,  which  was  responsible 
for  some  injustice. 

Your  committee  deplores  the  fact  that  the  provisions  of  chapter  419  of 
the  Acts  of  1909,  being  "An  act  to  authorize  the  incorporation  of  credit 
unions,"  has  not  had  more  general  advantage  taken  of  it.  Under  this  act 
which  is  co-operative  in  principle,  the  workingman  and  employee  may 
create  his  own  loan  company;  only  honest  and  industrious  persons  are 
admitted  to  membership;  loans  may  be  made  to  members  only;  a  borrower 
may  offer  either  property  or  the  indorsement  of  one  or  more  members  as 
security  for  his  loan;  no  loan  shall  be  made  unless  the  credit  committee 
approves  the  object  for  which  the  money  is  to  be  used;  the  use  of  the 
money  for  any  other  purpose  renders  the  borrower  liable  to  expulsion 
from  membership;  at  all  meetings  a  member  has  only  one  vote,  irrespec- 
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tive  of  the  number  of  shares  he  or  she  owns.  These  credit  unions  are  in 
effect  associations  of  the  lenders  themselves,  recei\'ing  the  benefit  of  the 
money  they  loan.  Recent  data  show  that  there  are  more  than  twenty- 
five  thousand  of  these  institutions  in  operation  in  European  countries, 
ha\'ing  a  membership  of  over  three  milhon,  and  total  assets  of 
$1,000,000,000,  and  that  they  have  been  of  great  advantage  and  ser\'ice 
to  the  conmiunities  in  which  they  have  been  estabhshed.  Thej'  constitute 
a  medium  through  which  farmers  and  small  tradespeople  and  workmen  of 
good  character  and  industrious  habits  may  join  together  to  collect  small 
sa\'ings  and  to  provide  loans  to  those  of  their  associates  whose  credit  is 
not  recognized  by  banks  of  discount. 

In  addition  to  the  service  of  these  associations  in  stimulating  thrift  and 
providing  necessary  loans  they  have  also  proved  to  be  effective  moral  and 
educational  agencies,  —  moral,  because  no  one  is  admitted  to  member- 
ship except  after  careful  scrutiny  of  his  honesty  and  industry,  thereby 
affording  an  object  lesson  of  the  value  of  these  traits  of  character;  and 
educational,  because  they  teach  the  value  of  saving  in  small  amounts  and 
the  necessity  of  prompt  pajTuent  of  obligations.  Furtheimore,  the  fact 
that  the  purpose  for  which  a  loan  is  desired  must  be  stated  to  the  credit 
committee  exercises  an  important  influence,  for  by  this  means  impro\'i- 
dent  and  thriftless  borrowing  is  effectively  prevented  in  these  institutions. 
In  the  estabhshment  of  any  agencj-  for  supplying  credit  to  small  borrowers 
it  is  important  that  this  element  should  be  emphasized,  for  mirestricted 
opportunity  to  obtain  loans,  even  though  security  be  demanded,  has  ele- 
ments of  danger  for  those  unaccustomed  to  the  use  of  credit.  Your  com- 
mittee sincerely  hopes  that  chapter  419  of  the  Acts  of  1909,  allowing  the 
incorporation  of  credit  unions,  will  be  taken  full  advantage  of  by  the 
industrious  and  honest  people  of  the  Commonwealth. 

The  question  of  regulating  the  small  loan  business  is  one  that  has  occu- 
pied the  attention  of  various  philanthropic  bodies  and  the  Legislatures  of 
almost  every  State,  and  many  laws  have  been  enacted  in  an  attempt  to 
confine  and  regulate  the  business  within  reasonable  limits,  but  with  ill 
success  and  in  most  cases  failure.  Your  committee  believes  that  if  the 
business  is  to  be  successfully  regulated  with  equal  justice  to  the  borrower 
and  the  lender,  legislation  whicli  is  drastic  must  be  placed  upon  the 
statute  books.  While  the  rcconuuendations  of  tlio  committee  arc  in  their 
nature  far-reaching,  your  committee  believes  that  the  abuses  and  evils 
which  to-day  exist  in  this  business  will  be  sjieedily  eliniinated,  and  tliat 
the  business  will  be  conducted  upon  a  fair  and  honest  basis  if  they  are 
enacted  into  law. 

As  tlic  result  of  its  iiivcstigjition  yt)ur  coiumittee  recoiiinuMuls  as  fol- 
lows :  — 

1.  The  establishiueiit  of  tlic  udii'c  uf  a  Supervisor  of  Lt)au  Agencies, 
whose  term  of  office  sliall  be  for  tlu-co  years,  to  be  ajipointed  by  the  Gov- 
ernor with  the  advice;  and  consent  of  the  Council,  at  a  salary  of  §2,500 
per  annum. 
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2.  That  said  supervisor  shall  be  assisted  in  the  performance  of  his 
duties  by  the  district  pohce  and  the  police  in  the  cities  and  towns  of  the 
Commonwealth. 

3.  That  any  person,  association,  corporation  or  partnership  making 
loans  of  ,1300  or  less,  with  interest  which  exceeds  an  amount  equivalent 
to  12  per  cent,  per  annum,  shall  do  business  under  a  license  granted  by 
him,  and  that  all  corporations  or  associations  established  by  special  char- 
ter shall  be  subject  to  his  regulations. 

4.  That  said  supervisor  shall  at  least  once  a  year  examine  and  inquire 
into  the  affairs  of  persons  so  licensed  and  regulated,  and  shall  have  free 
access  to  all  vaults,  papers  and  books,  and  cause  an  examination  to  be 
made  by  an  accountant  if  he  desires,  the  cost  of  which  shall  be  borne  by 
the  licensee  or  regulated  company. 

5.  That  a  yearly  return  in  the  form  of  a  trial  balance  of  the  books  shall 
be  made  to  the  supervisor  on  the  thirtieth  day  of  September,  setting  out 
liabilities,  assets  and  other  necessary  information;  and  that  the  super- 
visor report  what  he  deems  necessary  in  an  annual  report  to  be  made  to 
the  Legislature. 

6.  That  the  supervisor  may  summon  at  any  time  the  licensees  or  regu- 
lated companies,  their  employees  and  other  witnesses,  and  examine  them 
under  oath,  and  that  whoever  refuses  to  appear  or  obstructs  the  supervisor 
shall  be  punished  by  a  fine  of  $500  or  imprisonment  for  six  months,  or  both. 

7.  That  said  supervisor  shall  establish  the  rate  of  interest  to  be  charged, 
having  due  regard,  however,  to  the  amount  of  the  loan  and  the  nature  of 
the  security  and  the  time  for  which  the  loan  is  made,  and  that  said  rate 
shall  not  exceed  in  any  event  more  than  3  per  cent,  a  month. 

8.  That  licenses  granted  by  the  supervisor  shall  be  for  the  period  of 
one  year  from  the  first  day  of  October. 

9.  That  all  licenses  now  in  force  be  terminated  on  August  1  of  the  cur- 
rent year,  but  all  holders  of  licenses  so  terminated  are  to  receive  a  license 
from  the  Supervisor  of  Loan  Agencies  to  expire  on  Sept.  30,  1912,  unless 
sooner  revoked  for  cause. 

10.  That  the  supervisor  may  refuse  to  grant  licenses,  or  revoke  them 
after  hearing,  if  cause  is  shown. 

11.  That  the  fees  for  Ucenses  shall  not  be  less  than  $100  per  license. 

12.  That  any  person,  company  or  licensee  who  violates  the  provisions 
of  the  acts  or  regulations  shall  be  subject  to  a  fine  of  $500  and  the  license 
may  be  revoked;  that  any  loan  upon  w^hich  a  greater  rate  of  interest  is 
charged  or  a  greater  amount  collected  than  allowed  by  the  act  or  regula- 
tions of  the  supervisor  may  be  declared  void  on  petition  of  the  person  to 
whom  such  loan  is  made  to  the  Supreme  or  Superior  Court  in  Equity. 

13.  That  section  58,  chapter  102  of  the  Revised  Laws  be  amended  by 
giving  the  Supervisor  of  Loan  Agencies  the  rights  now  exercised  by  the 
police  in  relation  to  the  requirements  of  an  applicant  for  a  license,  such 
as  appointment  of  agent  for  service  of  all  legal  processes,  name  and  address 
of  the  licensee,  description  of  place,  etc. 
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14.  That  section  59,  chapter  102,  Revised  Laws,  be  amended  bj-  giving 
the  supervisor  the  powers  now  exercised  by  the  police  of  licensing  boards 
in  cities  or  towns  concerning  the  requirement  of  a  bond,  and  of  all  the 
duties  and  obligations  appertaining  to  such  a  bond;  that  the  bond  should 
be  for  So, 000  with  a  surety  company  as  guarantor. 

15.  That  section  68,  chapter  102  of  the  Re\dsed  Laws  be  amended  by 
placing  companies  or  associations  established  by  special  charter  under  the 
supervision  of  the  Super^'isor  of  Loan  Agencies  and  subject  to  regulations 
made  bj'  him,  and  repeahng  any  part  of  their  charters  inconsistent  with 
the  act. 

•  16.  That  the  supervisor  be  given  all  the  powers  now  conferred  by 
statute  upon  the  Bank  Commissioner,  the  Pohce  Commissioner  of  the 
city  of  Boston,  the  maj'or  and  aldermen  in  cities  and  selectmen  in  towns. 

17.  That  section  60,  chapter  102  of  the  ReA^sed  Laws  which  authorizes 
so-called  "paper  charges"  be  repealed  to  take  effect  upon  Dec.  31,  1911. 

18.  That  any  board  granting  pawnbrokers'  hcenses  submit  to  the 
supervisor  all  regulations  made  and  aU  rates  of  interest  to  be  charged  by 
the  pawnbrokers,  and  such  shall  be  subject  to  his  official  approval. 

19.  That  no  assigimient  of  wages  to  secure  a  loan  of  less  than  S300 
shall  be  valid  unless  the  assignment  has  been  accepted  in  writing  by  the 
employer,  and  the  assignment  with  the  acceptance  has  been  duly  recorded 
with  the  clerk  of  the  city  or  towTi  where  the  person  making  said  assign- 
ment resides,  and  that  no  assigmnent  shall  be  recorded  by  the  clerk  of  the 
city  or  town  unless  it  expressly  states  upon  its  face  that  the  sum  of  SIO 
is  exempt  from  such  assignment;  also,  that  no  assignment  made  by  a 
married  man  shall  be  valid  unless  with  the  written  consent  of  his  wife; 
and  that  no  assignment  shall  be  valid  for  a  period  exceeding  one  year 
from  the  date  of  the  making. 

20.  That  acts  and  parts  of  acts  inconsistent  be  repealed. 

George  Holdex  Tixkham. 
James  F.  Cavaxagh. 
Daniel   P.  Day. 
Wilfred  J.  Lamoureux. 
John  J.  Carmody. 
Erson  B.  Baklow. 

Thoughts  preliminary  to  cre.vting  a  System  for 

Supervision. 

In    line    with    the    comniittcc's   report,    chapter    727    of   the 

Acts  of  1011  passed  the  Legishiture  and  was  approved  July  19, 

1911.     'J'hc  supervisor  was  confirmed  Dec.  20,   1911.  and  the 

office  was  opened  Jan.  22,  1912. 

Tiie  su])ervisor  was  especially  imj)resse(l  with  the  conclusions 
of  the  coniniittee,  that  a  loan  law  that  amounted  to  prohibi- 
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tion  could  not  meet  the  situation  any  more  than  a  pure  food 
law  which  amounted  to  prohibition  could  satisfy  hunger;  and 
that  pure  loan  laws  to  be  beneficial  must  be  practical;  that  the 
loan  agencies  could  be  supervised  under  a  system  where  both 
lenders  and  borrowers  would  find  equity;  and  that  the  prob- 
lems incident  to  the  entire  business  of  small  loans  could  best 
be  solved  by  an  adequate  scheme  for  supervision. 

It  was  conclusive  that  much  depended  upon  the  inauguration 
of  a  system  that  should  not  only  include  the  beginning  of  super- 
vision as  a  foundation,  but  should  reach  beyond  it  and  be  suffi- 
cient for  the  future  so  far  as  supervision  contemplated  any 
superstructure  thereon.  The  first  factor  to  be  dealt  with  was 
the  conditions  which  existed  when  the  law  went  into  effect. 
Section  60  of  chapter  102  of  the  Revised  Laws,  which  had  been 
in  force  many  years,  made  provision  for  an  initial  paper  charge. 
Certain  sums  were  named  as  fees  for  loans  of  certain  amounts. 
Those  fees  became  relatively  larger  as  the  loans  became 
smaller.  On  a  loan  of  $10,  for  instance,  the  fee  amounted  to 
20  per  cent,  of  the  principal;  on  a  loan  of  $5  the  fee  was  40 
per  cent,  of  the  principal.  Interest  was  additional,  so  there- 
fore it  was  legal  in  Massachusetts  to  charge  the  borrower  276 
per  cent,  a  year  for  a  loan  of  $10  and  516  per  cent,  for  a  loan 
of  $5.  This  is  based  on  the  assumption  that  the  borrower 
was  forced  to  renew  his  loan  only  as  often  as  once  a  month, 
but  the  law  said  nothing  about  the  frequency  with  which  a 
loan  should  be  renewed.  Therefore,  some  borrowers  were  so 
unfortunate  or  helpless  that  they  were  obliged  to  renew  their 
loan  even  more  often  than  once  a  month,  or,  in  other  words, 
to  contribute  to  the  demand  of  the  lender  for  more  revenue. 

More  than  half  of  the  business  of  small  loans  without  security 
had  degenerated  into  this  class.  That  it  should  be  so  was  only 
natural,  on  the  theory  that  money  having  no  sentiment  will 
seek  that  channel  in  which  it  can  secure  the  largest  returns. 
So,  therefore,  a  mountain  confronted  the  supervisor  in  consider- 
ing a  large  volume  of  business  in  Massachusetts  which  had 
been  erected  by  legal  authority,  owned  by  many  persons  and 
corporations  resident  within  and  outside  of  the  Commonwealth, 
and  which  might  to  a  fair-minded  person  be  supposed  to  have 
some  equitable  standing,  at  least  some  portion  of  it,  because 
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of  the  legal  sanction  which  had  previously  been  given  without 
any  qualification  or  without  any  intimation  that  the  business 
might  be  terminated  at  any  moment. 

The  men,  whose  thought  covering  much  time  had  created 
the  project  of  supervision,  had  wisely  said  that  any  law  that 
was  to  be  of  any  value  should  be  practical,  and  as  the  super- 
visor was  charged  with  the  duty  of  making  regulations  and 
rates  which  had  the  effect  of  law,  and  under  which  super- 
vision was  to  be  either  a  success  or  a  failure,  the  same  con- 
clusion was  applicable.  To  perform  the  duty  imposed  upon 
him  the  supervisor  was  then  called  upon  to  use  his  judgment, 
and  to  fix  and  determine  the  boundary  line  between  a  profit 
to  the  lender  which  was  equitable  and  the  return  which  the 
lender  had  heretofore  exacted  which  had  been  denounced  as 
"usury." 

What  is  Usury? 

In  the  campaign  which  has  been  and  is  now  in  progress 
against  the  business  of  making  small  loans,  the  one  stereotyped 
word  that  is  in  use  to  express  the  denunciation  intended  is 
"usury."  Certain  texts  in  the  Scripture  have  been  sometimes 
misapplied  in  the  supposed  interests  of  the  poor,  to  support  a 
contention  that  certain  rates  of  interest  are  not  warranted 
under  any  conditions,  and  should  be  forbidden  by  law  with 
dire  penalties.  Indeed,  there  have  been  periods  in  the  world's 
history  when  the  criticism  of  usury  extended  to  any  charge 
whatever  for  interest.  History  in  all  ages  is  replete  with  laws 
enacted  by  legislation  that  was  influenced  by  this  sentiment, 
and  the  same  pages  that  record  the  laws  bear  witness  to  the 
failure  of  these  laws  to  secure  the  remedy  they  sought  to  obtain. 
The  very  opposite  effect  was  produced  in  notable  periods. 
Legislation  in  these  cases  was  dealing  with  the  natural  effect 
of  a  certain  cause,  and  endeavored  to  cure  an  evil  without 
dealing  with  the  cause.  Economists  have  enlarged  upon  the 
situation,  but  they  have  gtMierally  been  regarded  as  theorists 
and  not  in  the  class  with  militant  relornuTs. 

All  these  theories  and  ex])eriences  were  bound  to  come  under 
the  observation  of  a  Supervisor  who  a])preeiated  the  responsi- 
bility placed  ujxtn  him  in  dealing  with  these  complex  problems. 
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What  is  usury?  Webster's  definition  is  educational  as  well 
as  authoritative.     He  says:  — 

Usury.  — ^  1.  A  premium  or  increase  paid,  or  stipulated,  for  a  loan  of 
money  or  goods;  interest. 

2.  An  unconscionable  or  exorbitant  rate  or  amount  of  interest;  specif., 
Law,  interest  in  excess  of  a  legal  rate  charged  to  a  borrower  for  the  use 
of  money.  In  primitive  societies  the  taking  in  return  for  a  loan  of  money 
or  goods  of  anything  in  excess  of  the  loan  appears  always  to  have  been  a 
practice  repugnant  and  in  some  cases  unknown,  due  to  the  fact  that  in 
the  early  stages  of  civihzation  the  thing  loaned  is  not  used  as  productive 
capital,  but  for  consumption,  generally  by  persons  in  want.  The  exac- 
tion then  of  a  return  seemed  a  taking  advantage  of  the  life  necessities  of 
another.  Following  the  Jewish  law,  the  taking  of  interest  is  prohibited 
by  the  common  law,  except  under  certain  conditions.  With  the  growth 
of  commerce  and  manufactures  usury  became  a  practice  carried  on  by 
various  devices  in  evasion  of  the  laws  prohibiting  it.  With  the  Reforma- 
tion legal  sanction  began  to  be  given  in  European  countries  to  the  taking 
of  interest  up  to  a  rate  fixed  by  law;  and  to-day  interest  is  allowed  in  all 
civilized  countries,  either  unrestrictedly,  except  the  prohibition  of  uncon- 
scionable or  iniquitous  bargains  (as  in  Great  Britain  since  1854  and  in 
parts  of  the  United  States),  or  with  restriction  to  some  legal  rate  of  inter- 
est, with  a  penalty  for  exactions  of  more  than  that  amount,  as  in  various 
States  of  the  United  States. 

3.  The  taking,  or  practice  of  taking,  usury  (now  usually,  or  always,  in 
sense  2). 

Defining  the  Business  of  making  Small  Loans. 
To  approach  this  subject  of  avoiding  usury  and  fixing  an 
equitable  rate  of  return  to  the  lender  in  the  business  of  making 
small  loans,  let  us  first  examine  and  determine  what  the  busi- 
ness is  in  its  practical,  every-day  work.  A  lender  in  the 
business  of  making  small  loans  has  a  certain  sum  of  money 
which  can  be  divided  in  such  small  sums  or  packages  as  may 
be  required  by  his  customers.  These  goods,  to  use  a  commer- 
cial phrase,  would  cost  him  a  certain  percentage  of  the  amount 
to  obtain;  this  may  fairly  be  regarded  as  an  expense  incident 
to  the  business.  With  this  expense,  in  addition  to  other 
operating  expenses,  the  lender  is  ready  to  meet  his  customer. 
When  the  borrower  and  lender  meet  it  is  for  the  purpose  of 
making  a  trade.  The  lender  has  in  his  possession  a  certain 
value  represented  by   money;   the   borrower  wishes  to  obtain 
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that  value  and  he  presents  to  the  lender  the  value  which  he 
(the  borrower)  has  to  offer  in  exchange.  The  borrower  may 
offer  a  value  that  would  be  regarded  as  gilt-edged  and  perfect 
security,  in  the  shape  of  a  pledge  or  collateral  or  chattel;  or 
he  may  have  none  of  these  tangible  things,  and  he  may  offer 
the  intangible  thing  commonly  known  as  credit:  he  has  only 
his  own  promise  that  he  will  at  a  certain  named  time  give 
the  money  value  back  to  the  lender.  In  that  promise  is  con- 
tained and  expressed  in  the  amount  certain  elements  which 
are  supposed  in  their  total  to  be  equal  to  the  value  of  the 
money  advanced  by  the  lender;  and  in  that  promise,  as  one 
of  the  elements,  is  the  return  to  the  lender  commonly  known 
as  interest.  This  interest  is  the  difference  necessary  in  the 
opinion  of  the  lender  to  make  the  promise  of  the  borrower 
equal  in  value  to  the  amount  of  money  advanced. 

The  business  of  making  small  loans,  then,  is  that  of  exchang- 
ing value  for  value;  on  the  one  side  is  the  pledge,  chattel  or 
the  promise,  on  the  other  side  is  the  money.  The  business 
process  is  to  establish  an  equation  satisfactory  to  borrower  and 
lender  between  the  known  value  of  the  money  for  the  known 
or  unknown  value  of  that  which  is  offered  in  exchange  for 
money.  The  outcome  of  that  process  is  commonly  known  as 
a  loan.  The  money  that  is  obtained  is  a  term  easily  compre- 
hended; the  loan  amounts  to  a  certain  amount  of  money;  with 
that  fact  the  people  who  may  hear  of  the  loan  are  familiar, 
but  seldom  do  they  know  of  the  many,  many  values,  alleged 
or  real,  that  are  offered  in  exchange  for  the  money.  This 
bargaining  process,  whereby  the  one  side  exchanges  what  it 
has  to  offer  for  that  which  the  other  side  has  to  give,  is  a 
common,  every-day  occurrence  in  the  business  world  as  well 
as  in  the  business  of  making  small  loans. 

IIOW    SII.VLL   AN    EqUITAHLK    KaTK    UK    DKTKinil  N  KD? 

Any  att(!m])t,  tlKTcforc,  to  regulate  by  Hiw  the  interest  or 
returns  for  money  loaned  is,  in  the  last  analysis,  an  attempt 
to  define  the  \ahie  olV(Te<l  in  exchange  for  money,  Ixn-ause  it 
enters  into  the  process  as  one  of  llie  elements  ii\  the  \alue 
offered  by  the  borrower  to  elVect  a  contract.  A  deterniining 
factor  is  often  the  profit  which  is  represented  by  interest. 
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At  this  point,  in  this  business  of  making  small  loans,  or 
making  a  contract,  the  Commonwealth,  in  the  exercise  of  the 
police  power,  —  in  other  words,  the  duty  to  advance  the  com- 
mon welfare,  —  steps  in  to  take  the  side  of  the  borrower, 
whose  necessity,  real  or  fancied,  makes  him  the  weaker  party 
to  the  contract,  and  to  help  him  in  his  weak  condition  to 
obtain  better  treatment  than  he  would  have  received  if  the 
law  had  not  interfered.  That  the  law  can  accomplish  this 
result  there  is  no  doubt.  To  what  extent  the  law  may  bene- 
fit the  borrower  must  depend  upon  the  nature  of  the  law 
itself.  If  the  results  are  beneficial,  then  the  law  is  wise.  If 
the  results  have  a  contrary  effect,  then  it  is  worse  than  no 
law.^  Give  the  borrower  the  knowledge  where  a  lender  can  be 
found  who  will  furnish  the  money  that  is  desired  for  a  real  or 
a  fancied  need,  and  then  the  borrower  will  pay  the  price  the 
lender  may  ask,  provided  the  borrower  has  determined  to  have 
the  money  and  that  he  cannot  obtain  it  elsewhere  for  a  lower 
price. 

All  attempts  to  regulate  interest  by  law  have  failed  when 
they  ignored  these  natural  laws  of  business  and  established 
what  might  be  called  an  unreasonable  limit  as  the  usury  danger 
line;  but  when  the  law  establishes  a  rate  of  interest  which  will 
invite  capital  to  take  advantage  of  its  decree,  then  the  bor- 
rower may  freely  obtain  money  at  that  rate.  The  law  has 
then  created  the  supply  that  makes  its  decree  practicable. 
Unless  as  a  part  of  the  result  of  the  law^  it  does  create  this 
open  supply,  then  all  that  is  left  is  the  power  of  law  to  punish 
the  offender  if  he  is  detected.  But  even  then  the  law  is  not 
at  its  best,  because  even  the  prosecutors  under  the  law  hesitate 
when  their  own  natural  sense  of  what  is  justice  is  challenged. 

1  Under  a  law  passed  this  year  by  Congress,  limiting  the  rate  of  interest  to  1  per  cent,  a  month 
in  Washington,  D.  C,  the  business  of  making  small  loans  left  Washington.  The  borrower  is 
forced  to  the  inconvenience  of  crossing  the  line  into  Virginia  where  he  is  often  obliged  to  pay  a 
larger  per  cent,  than  he  paid  before  the  law  was  enacted.  The  remedy  which  legislation  proposed 
was  worse  than  the  disease  it  sought  to  cure.  New  York  for  one  year  preceding  the  present  year 
also  had  a  similar  law,  although  it  gave  a  larger  return  to  the  lender,  but  insuiEcient  to  pay  the 
expenses  incident  to  the  business ;  under  such  a  law  the  district  attorney  who  secured  its  passage 
bravely  admitted  that  in  practice  it  was  bad  public  policy.  Those  unable  to  obtain  small  loans 
in  desperate  need  committed  petty  larceny;  others  became  public  charges  as  poor  people.  This 
year  New  York  substituted  the  Massachusetts  system  of  supervision,  in  parts  omitting  some  of 
its  safeguards  and  some  of  the  powers  given  to  the  Massachusetts  Supervisor.  Experience  will 
inevitably  force  New  York  and  other  States  to  the  Massachusetts  standard,  not  only  in  the  law 
but  in  the  system  of  supervision  now  in  force,  or  as  it  may  hereafter  be  improved  as  experience 
may  warrant.    At  the  date  of  writing  this  report  no  supervisor  had  been  appointed. 
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It  is  another  powerful,  natural  law  which  is  often  at  work 
where  human  law  is  thought  to  be  out  of  harmony  with  moral 
right. 

Therefore,  whenever  the  law  establishes  a  rate  of  interest  which 
permits  of  no  adequate  profit  to  the  lender  as  related  to  the  risk, 
then  there  will  be  no  business  under  the  law.  The  business  pro- 
ceeds outside  of  the  law,  and  it  is  the  borrower,  as  the  weaker 
party,  who  pays  the  penalty  of  any  danger  which  the  lender  thinks 
that  he  will  incur. 

With  these  general  views  on  the  subject,  and  as  before  stated 
the  business  of  small  loans  established  and  receiving  a  very- 
large  rate  of  return  by  virtue  of  the  law  itself,  the  supervisor 
found  himself  confronted  in  the  exercise  of  his  duties  by  the 
law  which  said :  — 

The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and 
in  fixing  said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and  the 
nature  of  the  security  and  the  time  for  which  the  loan  is  made;  but  the 
rate  shall  in  no  case  exceed  three  per  cent,  a  month. 

If  the  law  had  contained  no  other  provision  than  this,  the 
supervisor  is  of  the  opinion  that  he  could  not  have  reported 
the  substantial  progress  which  he  now  firmly  believes  has  been 
made  in  Massachusetts.  Other  sections  of  the  law  made  refer- 
ence to  expense  as  well  as  interest,  in  speaking  of  the  return 
which  the  lender  should  receive  or  the  borrower  should  pay. 
So,  therefore,  he  determined  he  was  at  liberty  to  use  both 
interest  and  expense  when  he  felt  convinced  that  it  was  not 
equitable,  nor  was  it  practicable,  to  endeavor  by  one  step  and 
by  one  decree  to  take  the  business  of  making  small  loans  from 
where  it  was  to  where  it  ought  to  be.  The  conclusions  of  the 
committee  which  brought  the  office  into  cxistonco.  the  testi- 
mony of  those  wlu)  had  had  expericMicr  in  the  business  which 
could  be  accepted  as  a  guide,  the  conclusions  of  the  authori- 
ties which  had  the  business  uiider  supervision  before  the  office 
of  Sui)ervisor  was  establish(>(l,  all  tended  to  support  the  Super- 
visor ill  llic  ((pinion  tliiit  llu-rc  was  just  oiu'  policy  lliat  could 
be  estal)lisli(>(l  that  was  practicable,  and  this  policy  may  be 
expressed  in  these  words:  — 

The  Commn7iwpJilllt   ii(iiin:s-  a    iiKi.riniiiiii   nitc  oj    ret  urn  for  the 
U'luiir  irhicli  is  sii jiposfd  lo  hf  snlficiciit  to  corcr  Ike  iiidin/  differ- 
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ent  exchanges  of  values  that  may  occur  in  the  business,  and 
permit  of  a  profit  that  loill  attract  sufficient  capital  into  the 
business  to  meet  all  of  the  demands,  even  in  extreme  cases  where 
the  value  offered  for  money  may  be  doubtful:  the  maximum  rate, 
however,  should  be  at  the  low  point  that  will  discourage  loans 
on  risks  that  should  not  be  taken.  Having  thus  established  the 
maximum  rate,  the  natural  law  of  competition,  each  lender 
seeking  to  obtain  the  largest  volume  of  business,  will  fix  the 
minimum  rate. 

The  law  should  give  the  power  to  the  supervisor,  as  it  does 
in  Massachusetts,  to  make  it  decidedly  unprofitable,  and  it 
might  be  said  impossible,  for  any  one  to  engage  in  the  busi- 
ness without  a  license.  This  means  supervision  of  the  whole 
business;  when  it  is  more  profitable  for  a  lender  to  do  busi- 
ness in  observance  of  the  law  than  it  is  to  do  business  in 
violation  of  the  law.  With  all  places  thus  under  supervision, 
and  the  law  having  fixed  the  rates,  supervision  will  prevent  any 
lender  from  charging  more  than  the  legal  rate,  because  the 
borrower  has  the  printed  knowledge  before  him  that  he  may, 
without  any  expense  to  himself,  other  than  the  effort  neces- 
sary to  bring  it  to  the  attention  of  the  supervisor,  immediately 
receive  a  return  of  any  overcharge  or  adequate  redress  for 
any  other  grievance.  In  this  particular  the  wisdom  of  the 
Massachusetts  law  is  demonstrated  in  so  far  as  it  creates  this 
office  for  immediate  redress.  In  many  cases  previous  to  the 
establishment  of  the  office  the  borrower  was  made  the  victim 
of  petty  exactions  which  were  unlawful,  and  yet  no  attorney 
could  afford  to  take  up  the  grievance  without  pay;  and  the 
borrower  was  unable  to  pay  a  legal  charge  for  relief,  which 
was  greater  than  the  damage  which  he  sought  to  escape.  The 
lawyer  who  regarded  his  profession  as  the  champion  of  justice 
many  times  felt  in  sympathy  and  wished  that  he  might  give 
some  part  of  his  busy  time  for  the  common  good.  Now  he 
may  easily  gratify  that  desire  if  any  case  comes  under  his 
observation  which  cannot  be  regarded  as  remunerative.  He 
can  immediately  send  his  client  to  the  supervisor.  At  the 
present  moment  there  is  not  a  complaint  that  has  not  been 
adjusted. 

Place  the  responsibility  upon  a  single  head  who  will  find 
that  his   whole   time   can   be   given  to  this   service,  and   hold 
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him  responsible  for  results.  vSupervision  must  be  in  close 
touch  with  the  whole  business  for  many  reasons,  chief  among 
which  are  the  following :  — 

To  keep  the  maximum  rate  sufficiently  low  to  discourage 
all  risks  that  are  extremely  hazardous. 

To  have  a  thorough  knowledge  of  the  expenses  incident  to 
the  business,  and  to  see  that  the  business  is  conducted  properly 
by  proper  persons,  both  employers  and  employees. 

To  carefully  study  the  receipts  and  the  expenses  in  the  busi- 
ness under  supervision,  to  determine  if  any  place  is  conducted 
below  the  average;  and  if  so,  wherein  is  the  efficiency  that 
makes  such  a  low  rate  of  expense  possible. 

If  the  expense  of  a  place  of  business  is  far  above  the  aver- 
age, to  determine  where  is  the  inefficiency  in  the  conduct  of 
the  business  which  brings  that  large  expense. 

To  determine,  as  one  immediate  result  of  this  supervision, 
what  is  the  lowest  amount  of  capital  which  can  engage  in  the 
business  to  utilize  to  its  greatest  efficiency  one  wage  or  one 
salary  item;  to  these  items  add  the  percentage  for  other  ex- 
penses incident  to  the  proper  conduct  of  the  business.  The 
total  thus  obtained  would  represent  the  operating  expense, 
which  must  be  defrayed  by  the  income  from  the  business  if  it 
is  to  be  maintained  on  a  commercial  basis. 

Having  thus  determined  the  inevitable  expense,  then  add  the 
profit  enjoyed  by  any  other  business  that  is  similar  to  it,  or 
such  profit  as  may  be  deemed  essential  to  create  the  market 
where  the  borrower  may  secure  money  at  the  rate  which  the 
law  has  established  for  his  benefit;  and  thus  fix  an  equitable 
rate. 

It  will  ine^■itably  follow  that  the  larger  the  volume  of  business 
then  the  greater  the  profit;  and  as  a  natural  result  of  these  ad- 
vantages, and  with  a  desire  to  add  to  ihv  \()li!nu-  of  business,  a 
borrower  would  be  olVered  a  lower  rate  if  he  coiilii  meet  the  re- 
(liiircineiits  essential  for  this  lower  rate. 

Wlicrcxcr  sncli  a  system  is  (>stablislic(l  there  will  coinc^  the 
(h'MionsI  r;i1  ion  thiit  sn|)("r\  isioii  which  caii  correct  itself  when 
it  finds  that  it  is  not  aeeonii)lishing  that  which  it  aims  to 
;icc(inii)lisli  is  the  right  thing  in  the  right  phn-e.  so  I'ar  as  the 
bnsiness   of    milking   sniiill    ht:ins   is   concerned.      The   snperxisor 


1914.]  PUBLIC  DOCUMENT  — No.  95.  19 

ventures  to  predict  that  Massachusetts  at  this  moment  has 
estabUshed  a  system  that  will  become  general  wherever  the 
business  of  small  loans  is  regulated  by  law.  The  system  in 
itself  contains  the  possibilities  of  adapting  itself  step  by  step 
to  changing  conditions,  until  it  has  obtained  the  largest  possible 
equity  between  borrower  and  lender. 

Under  such  a  system  the  business  of  making  small  loans  can 
be  made  as  reputable  as  that  of  any  other  place  where  money 
is  loaned,  and  may  give  the  borrower  even  more  equity  than 
is  obtained  in  some  places  loaning  money  in  larger  amounts 
which  are  now  regarded  comparatively  as  more  respectable, 
but  are  not  under  such  close  supervision  and  restriction  as  to 
prevent  rumors  that  raise  doubts. 

Deductions  in  the  Report  dated  January,  1913. 
Under   supervision   are   three   chartered   corporations   which 
belong  to  the  Remedial  Loan  Association  of  the  United  States. 
These  companies  make  loans  on  security  only,  and  in  our  last 
annual  report  we  said :  — 

Because  of  all  of  the  conditions  attending  their  management  we  will 
use  them  as  a  standard  for  comparison  with  the  conditions  obtaining  in 
other  places  under  supervision. 

There  were  then  under  supervision  ten  other  offices  in  the 
same  class  in  so  far  as  they  loaned  only  on  security,  and  our 
annual  report  of  last  year,  following  the  system  above  out- 
lined, analyzed  the  expenses  in  the  three  principal  items  of 
rent,  salaries  and  wages,  and  contrasted  them  with  the  per- 
centages of  the  same  items  in  the  remedial  loan  companies, 
the  relating  factor  being  the  average  of  outstanding  loans. 
The  rate  of  interest  allowed  was  2  per  cent,  a  month  on  loans 
under  $50  and  1^  per  cent,  on  loans  over  $50.  The  report 
said :  — 

The  allowance  for  interest  alone  would  not  of  itself  pay  the  average 
expense.  Offices  with  an  estabhshed  business  and  a  comparatively  large 
volume  of  outstanding  loans  of  course  do  relatively  better  than  the  smaller 
offices.  The  percentage  paper  charge  allowed  by  supervision  has  carried 
them.  .  .  .  These  comparisons  show  in  part  why  the  interest  rate  on 
loans  must  be  so  high  that  they  invoke  the  criticism  of  the  borrower  or 
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the  reformer.  It  points  the  way  to  a  remedy  which  is  not  to  be  foimd  in 
an  attempt  to  cover  up  the  conditions  or  to  hniit  the  rate  by  law  below 
a  self-supporting  point,  but  rather  to  create  conditions  under  which  both 
borrower  and  lender  can  have  the  advantage  of  lower  rates. 

In  applying  the  same  analysis  to  all  offices  under  supervision 
last  year  we  found  that  the  expenses  (not  including  losses) 
reached  an  average  of  2.89  per  cent,  for  one  class,  2.52  per 
cent,  for  the  second  class  and  2.90  per  cent,  for  the  third  class, 
and  the  report  says :  — 

The  volume  of  business  is  the  determining  factor.  There  are  offices, 
whose  volmne  of  business  is  below  the  average,  whose  percentage  of 
expense  is  above  the  average;  they  show  no  profit. 

The  Conclusions  challenged  as  "Erroneous." 
In  the  bulletin  of  the  National  Federation  of  Remedial  Loan 
Associations  for  August,  1913,  appears  the  proceedings  of  the 
fifth  annual  convention  of  the  Federation  of  Remedial  Loan 
Associations  held  in  New  York,  June  19  and  21,  1913.  On 
pages  44  and  45  of  the  report  Mr.  A.  H.  Ham,  Director  of  the 
Division  of  Remedial  Loans,  Russell  Sage  Foundation,  is  quoted 
as  saying :  — 

The  report  of  the  Massachusetts  Supervisor  of  Small  Loans  is  an  inter- 
esting document.  After  a  careful  analysis  of  the  business  of  about  eighty 
money-lending  offices  in  Massachusetts  the  supervisor  reached  the  con- 
clasion  that  a  flat  rate  of  3  per  cent,  per  month  is  not  sufficient  to  pay 
operating  expenses,  including  cost  of  capital.  .  .  .  His  action  opens  the 
way  to  abuses  in  connection  with  the  making  of  short-time  loans.  ...  I 
l)clieve  the  supervisor's  conclusions  were  erroneously  reached.  In  a^'e^- 
aging  the  percentages  of  operating  cost  to  outstanding  loans  he  included 
a  large  number  of  offices  which  employed  a  veiy  meager  capital,  not  through 
necessity  but  througli  tlic  custom  long  in  vogue  among  loan  sharks  not 
"to  put  all  their  eggs  in  the  same  basket."  That  tlie  disprojiortionate  cost 
of  operation  among  these  offices  greatly  affected  the  result  of  his  calcula- 
tions is  shown  by  the  fact  that  the  figures  given  for  the  percentage  of 
operating  cost,  including  cost  of  cajMtal,  to  outstanding  loans  for  the  two 
remedial  chattel  loan  societies  in  Massac) uisetls  are  1^  and  Ij  per  cent, 
per  month,  resi)ectively.  To  argue  tliat  'A  per  cent.  i>er  montli  is  not  a 
fair  allowance  because  certain  offices  eniploying  a  small  capital  cannot 
make  a  satisfactorj'  profit  at  that  rate  is  not  convincing.  The  argiuueut 
might  (;asily  be  carried  to  an  absurdity,  and  the  Legislature  asked  to 
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allow  a  rate  of  charge  under  which  offices  employing  a  capital  of  $1,000 
or  $500  might  pay  expenses  and  a  fair  profit  on  the  investment.  The 
remedial  loan  societies  have  proved  conclusively  that  with  a  fair  amount 
of  capital  employed  3  per  cent,  per  month  is  a  liberal  allowance  inclusive 
of  all  charges  of  whatever  character;  that  at  this  rate  honest  capital  can 
be  attracted  into  the  business  and  make  a  fair  profit. 

Honest  criticism  is  much  more  educational  than  effusive 
flattery.  The  vakie  of  criticism,  of  course,  depends  upon  the 
famiharity  of  the  critic  with  the  subject  criticized.  Mr.  Ham 
is  one  who  has  given  all  of  his  time  for  some  years  to  the  study 
of  the  very  important  question,  "What  should  be  a  fair  allow- 
ance for  capital  engaged  in  the  business  of  making  small 
loans?"  His  views  are  entitled  to  attention.  The  Supervisor 
of  Loan  Agencies  of  Massachusetts  is  giving,  as  he  has  given 
since  his  appointment,  his  best  effort  to  the  solution  of  the 
same  question.  Mr.  Ham  had  the  report  of  the  supervisor 
before  him. 

If  Mr.  Ham  is  correct,  then  the  Supervisor  of  Massachusetts 
is  wrong;  the  system  and  conclusions  derived  from  it  are 
challenged.  We  propose  to  show  conclusively,  even  to  Mr. 
Ham,  that  he  is  wrong.  The  controversy  is  important  because 
on  the  one  side  is  the  system  of  the  Federation  of  Remedial 
Loan  Associations  demanding  legislation  in  line  with  this  dec- 
laration that  3  per  cent,  a  month  is  more  than  ample  to  com- 
mand capital  for  the  business  of  making  small  loans  in  general. 
We  repeat  that  no  law  on  this  subject  is  wise  unless  its  results 
are  beneficial. 

Facts  and  Figures  in  Favor  of  the  Conclusions  op  Last 

Year. 
The  Federation  of  Remedial  Loan  Associations  for  the  year 
1911-12  were  composed  in  part  of  fifteen  loan  societies  which 
had  been  in  existence  for  periods  dating  from  1906, — the  latest 
date  of  the  well-established  companies,  —  through  the  years 
which  preceded  it  up  to  1888,  which  was  the  date  of  the  oldest 
establishment.  These  companies  have  a  large  capital,  and  all 
of  them  have  a  surplus.  In  one  instance  the  surplus  exceeds 
the  capital.  All  of  these  companies  loan  on  chattels  or  pledges 
or  otherwise  are  completely  secured.     In  the  case  of  one  com- 
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pany,  at  least,  the  secairity  is  almost  equivalent  to  loaning 
with  gold  dollars  as  security.  Certainly,  under  such  condi- 
tions, it  is  easy  to  conceive  that  the  lowest  possible  rates  of 
interest  would  be  given.  The  volume  of  business  was  large; 
the  value  of  the  security  to  be  exchanged  for  the  value  of  the 
money  in  case  that  the  contract  was  not  performed  was  ample, 
as  is  evidenced  by  the  report  of  the  losses  of  the  companies 
which  are  small  fractions  of  1  per  cent,  as  relating  to  the  aver- 
age loan  balance.  The  Massachusetts  companies  connected 
with  the  Federation  are  the  Collateral  Loan  Company  of  Bos- 
ton, established  in  1888,  with  a  loan  balance  of  $1,180,000;  the 
Workingmen's  Loan  Association,  with  an  average  loan  balance 
of  $217,508;  and  the  Worcester  Collateral  Loan  Association  of 
Worcester,  with  an  average  loan  balance  of  880,659.  We  take 
our  figures  as  reported  by  the  National  Federation. 

Efficiency  is  in  this  assemblage  of  fifteen  selected  loan  com- 
panies in  a  marked  degree;  first,  long  experience  in  business, 
the  ability  to  properly  select  credits  and  properly  handle  col- 
lections; second,  the  large  volume  of  business  and  established 
list  of  customers,  the  cream  of  the  business  of  making  small 
loans  so  far  as  class  of  customers  and  risks  are  concerned;  and 
consequently  a  low  rate  is  practicable. 

These  loan  companies,  and  others  of  a  similar  character,  are 
members  of  the  Remedial  Federation,  but  they  were  in  exist- 
ence before  the  Federation  was  formed.  They  were  furnishing 
loans  at  a  comparatively  low  rate  of  interest.  They  were 
made  the  basis  of  the  Federation  by  reason  of  their  low  rate, 
but  the  low  rate  developed  as  a  business  pro])()siti()n.  The 
Collateral  Loan  Company  of  Boston  at  one  time  had  its  rate 
of  interest  larger;  in  fact,  it  has  reached  its  present  low  point 
through  several  reductions.  As  the  reductions  went  into  effect 
the  volume  of  business  grew  larger,  and  it  was  possible  to  make 
;i  clioicc  of  the  most  desiralilc  risks  among  the  api)li('ati()iis  for 
loans.  However,  if  the  same  business  was  even  now  divided 
into  several  sej)iirate  establishments  no  one  would  claim  that 
it   could   be  condnctcd   ;it   tlic  same  low   r:\\v  of  exiiense. 

To  group  companies  that  sn])])ly  the  (h-niands  of  only  a  por- 
tion of  those  who  arc  asking  for  sniall  loans,  and  to  make  that 
I)ortion  those  only  who  couhl  furnish  security  in  the  shape  of 
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pledges  or  chattels,  enlarges  the  gulf  that  marks  the  difference 
between  the  rate  at  which  such  a  remedial  loan  business  can 
be  conducted,  as  compared  with  the  high  rate  that  must  be 
made  to  induce  a  lender  to  engage  in  a  business  of  making 
small  loans  that  consist  only  of  those  loans  without  security 
in  which  the  element  of  risk  is  so  much  larger.  A  "reason- 
able" rate  would  warrant  the  introduction  of  a  reasonable  per- 
centage of  cost  for  this  element  of  danger  of  loss  resulting  from 
no  security.  It  is  not  sound  reasoning  to  argue  that  the  rate 
of  the  first  class  loaning  with  security  indicates  that  the  rate 
of  the  second  class  loaning  without  security  should  be  approxi- 
mately the  same.  As  well  might  we  argue  that  speculative 
corporations  should  obtain  capital  at  approximately  the  same 
rate  commanded  by  unquestionable  investments. 

Nor  can  the  situation  in  this  vexed  problem  be  met  by  an 
acceptance  of  the  solution  so  boldly  proposed  in  the  sessions 
of  the  National  Federation  of  Remedial  Loan  Associations,  — 
that  loans  on  salaries  should  be  outlawed,  —  unless  we  assume 
that  the  State  shall  go  so  far  in  sumptuary  legislation  as  to 
attempt  to  declare  and  regulate  what  a  family  shall  eat  or 
what  it  shall  wear,  or  whether  a  man  shall  drink  at  all,  and 
if  so,  how  much  shall  he  expend  for  drink.  Clearly,  the  cause 
for  a  fair  percentage  of  borrowing  is  the  inability  of  the  bor- 
rower to  make  both  ends  meet  between  income  and  expenses. 
An  unlooked  for  expense  is  funded  in  a  loan,  and  an  attempt 
is  made  to  retire  the  loan  out  of  future  earnings.  A  salary  or 
wage  —  the  power  to  earn  —  is  made  a  property  value  by  the 
borrower.  He  capitalizes  that  power  in  a  loan  just  as  some 
brass-edge  monopoly  capitalizes  its  assumed  power  to  earn  a 
dividend,  with  little  or  no  other  tangible  property  in  its  pos- 
session. 

In  anything  that  is  said  in  this  report  there  is  neither  desire 
nor  intention  to  depreciate  or  to  interfere  with  the  work  of 
the  Remedial  Loan  Associations.  They  have  a  field  for  reme- 
dial work  wholly  their  own;  their  laudable  aim  is  to  furnish  a 
worthy  class  of  borrowers  with  money  at  the  lowest  possible 
cost.  In  this  they  are  successful  if  the  borrower  can  meet  the 
requirements  that  are  essential  if  a  loan  is  to  be  made  at  a  low 
cost.     But   what   of   the   other   would-be   borrowers   who    fall 
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short  of  the  test,  or  for  some  other  reason  either  cannot  or  do 
not  take  advantage  of  the  low  rate  when  offered  by  remedial 
associations? 

For  illustration,  the  Workingmen's  Loan  Association  of  Bos- 
ton, a  member  of  the  Remedial  Federation,  has  for  many  years 
offered  money  to  those  who  can  meet  its  requirements  at  an 
advertised  rate  of  interest  of  1  per  cent,  per  month;  its  fees  or 
charges  may  bring  a  fraction  in  excess  of  this  amount  to  the 
careful  borrower.  It  made  this  year  2,464  loans  involving 
$180,786.61.  But  the  fourteen  other  offices  under  supervision, 
making  loans  on  the  same  kind  of  security,  who  think  they  are 
unable  because  of  expense  to  make  loans  at  any  rate  less  than 
nearly  three  times  this  amount  made  8,454  loans  involving 
S436,700.71. 

These  8,454  borrowers,  if  they  can  meet  the  requirements  that 
are  essential  to  preserve  the  low  rate  of  the  Workingmen's  Loan 
Association,  can  transfer  their  loan  at  any  time.  Why  isn't  it 
done  if  the  formation  of  remedial  loan  associations  can  com- 
pletely solve  the  problem?  In  the  answer,  that  the  security  is 
more  questionable,  can  be  found  the  demonstration  of  the 
necessity  for  a  higher  maximum  rate  of  interest  if  all  loans  of 
all  kinds  are  to  be  considered  when  the  maximum  is  made. 
In  many  cases  a  sum  larger  than  would  be  ad^•anced  by  the 
Workingmen's  Loan  Association  is  desired  by  the  borrower  and 
is  advanced  by  other  lenders,  but  a  larger  price  is  asked  to  make 
the  one  side  of  the  contract  equal  the  other.  The  low  reme- 
dial rate  appears  to  meet  about  one-third  of  the  demand,  even 
in  the  class  loaning  on  security  only. 

The  Collateral  Loan  Company  of  Boston  fills  its  own  Hold. 
It  will  loan  on  a  certain  proportion  of  the  value  of  a  pledge; 
meet  its  rcciuircments  in  this  ros]K>ct  and  the  low  rate  is  avail- 
able; })ut  if  a  larger  proportion  of  vmIuc  is  desired  it  must  be 
obtained  elsewhere,  only  the  borrower  nnist  y)ny  a  higher  i)rice 
iiiid  in  s(»in('  cases  take  a  large  risk.  It  frequently  comes  to 
llic  notice  f»f  this  office  that  the  holder  of  a  ])ledge  ticket  of  the 
Collatcial  Loan  (■()iiii)any  makes  a  second  loan,  with  his  equity 
in  the  jjlcdgc  (•\i)r('ssc(l  by  the  ticket  as  collateral;  for  this  he 
pays  the  iiigli  fignrc  which,  averaged  with  the  jiriee  of  his 
(iriirni.-il  loan,  brings  tlic  rate  about   tlic  same  as  lie  would   ha\'e 
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paid  by  securing  a  larger  amount  on  his  first  loan.  It  is  a 
matter  of  general  knowledge  that  the  Collateral  Loan  Company 
makes  its  loans  at  the  rate  of  1  per  cent,  a  month.  There  are 
seventy-two  pawnbrokers  in  Boston  in  addition  to  the  Collateral 
Loan  Company.  Fourteen  hundred  and  thirty-three  loans  were 
made  in  an  average  day's  business  in  these  seventy-three  places; 
of  these  fourteen  hundred  and  thirty-three  loans,  only  one  hun- 
dred and  eighty-nine  were  made  by  the  Collateral  Loan  Com- 
pany. One  hundred  and  thirty-five  loans  exceeded  the  amount 
of  SIO,  and  ninety-seven  of  them  were  made  by  the  Collateral 
Loan  Company,  It  must  be  self-evident  that  the  borrowers  in 
this  class  either  cannot  or  will  not  take  advantage  of  the  low 
remedial  rate. 

The  accuracy  of  Mr.  Ham's  statement,  that  the  Massachu- 
setts Supervisor  is  wrong  in  his  conclusions,  and  the  claim  made 
by  Mr.  Ham  that  "3  per  cent,  a  month  is  a  liberal  allowance, 
inclusive  of  all  charges  of  whatever  character,"  and  that  "at 
this  rate  honest  capital  can  be  attracted  into  the  business," 
may  perhaps  be  more  convincingly  tested  by  analyzing  the 
returns  made  to  the  Federation  of  Remedial  Loan  Associations 
by  some  of  the  companies,  other  than  the  -older  ones  mentioned 
above;  they  appear  in  the  membership  for  the  present  year  of 
1912-13.  These  companies  may  be  taken  as  representative  of 
the  every-day  conditions  that  surround  the  business  of  making 
small  loans  with  security.  Only  four  out  of  the  entire  thirty- 
four  composing  the  association  make  loans  on  salaries  or  notes, 
and  then  it  is  in  connection  with  their  business  of  making 
loans  on  chattels  and  pledges.  Thirty  companies  confine  their 
operations  wholly  to  loans  on  chattels  or  pledges.  If  condi- 
tions in  other  States  are  the  same  as  in  Massachusetts  only  one- 
third  of  the  amount  involved  in  the  business  of  making  small 
loans  is  borrowed  on  chattels  and  pledges,  to  which  remedial 
work  is  thus  far  confined. 

Expenses  of  Remedial  Loan  Companies. 

The  Workingmen's  Collateral  Loan  Company  of  Cleveland, 

O.,  has  an  initial  fee,  or  paper  charge,  of  10  per  cent,  (original 

in  Massachusetts),  but  its  interest  rate  is  8  per  cent,  a  year. 

It  loans  on  chattels,  pledges  and  salaries.     It  has  a  working 
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capital  of  S75,-iG2.  Its  loans  average  S56.  It  has  ninety  sal- 
ary loans.  It  reports  no  dividends  paid,  S92  as  net  earnings, 
and  "small  earnings  and  large  losses  due  to  experiment  with 
salary  loans;"  but  its  percentage  of  losses  is  much  less  than 
that  reported  as  the  average  in  ^Massachusetts. 

Seven  companies  in  the  Federation  were  formed  within  the 
year,  and  the  incomplete  returns,  therefore,  cannot  fairly  be 
used.  Seven  others  report  no  dividend  and  three,  no  surplus. 
There  is  not  the  indication  of  business  success  that  would 
attract  capital  as  a  remunerative  investment. 

The  People's  Provident  Association  of  Louisville,  Ky.,  loan- 
ing on  chattels  only,  reported  that  it  Jiad  used  an  automobile, 
covering  25,000  miles  in  the  last  twelve  months,  of  which  dis- 
tance fully  two-thirds  was  covered  looking  after  delinquent 
loans,  many  of  which  would  have  been  lost  if  they  had  not 
received   this  personal   attention. 

The  People's  Loan  Company  of  Portland,  ]\Ie.,  chartered 
Dec.  19,  1911,  with  a  capital  of  $5,000,  and  with  an  average 
loan  balance  of  $5,131,  and  doing  business  with  chattels,  real 
estate,  pledges  and  indorsed  notes,  reports  its  expenses  as  $328. 
If  rent,  wages,  salaries  and  other  operating  expenses  for  one 
year  are  all  contained  in  this  sum  of  $328,  why,  clearly,  the 
problem  of  making  small  loans  at  the  lowest  possible  cost  is 
solved  from  a  philanthropic  standpoint,  but  it  would  not 
satisfy  capital  as  a  business  proposition. 

The  Provident  Loan  Association  of  Sioux  City,  la.,  is  a 
better  illustration.  It  loans  on  chattels  and  salaries.  It  also 
has  a  fee  of  10  per  cent,  of  the  amount  borrowed  for  the 
expense  of  making  and  securing  the  loan,  as  in  Massachusetts, 
but  with  a  less  rate  for  interest.  Its  average  loan  balance  is 
$14,335.  Its  expense  account,  related  to  its  outstanding  loans 
allowing  6  per  cent,  on  the  plant,  —  the  working  capital,  —  is 
2.82  per  cent,  per  month.  This  comes  quite  near  2.90  per 
cent.,  the  figures  in  the  Massachusetts  report  on  wliich  were 
l)as(<l   the  coiichisions  critici'/.tMl  by   Mr.    liaiii. 

The  KenuMhal  Provident  Loan  Association  of  Patterson, 
N.  .1.,  loiiniiig  only  on  chattels,  has  an  average  K)an  balance  of 
$1  1,777,  iind  its  ex])enses  are  2.20  per  cent,  per  month. 

Tlic    WcH'iirc    Loan    Aircncx'    of     Kansas    Cit\',    Mo.,    loaning 
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only  on  chattels,  has  an  average  loan  balance  of  $21,020,  and 
its  expenses  are  2.42  per  cent,  per  month. 

The  Provident  Loan  Society,  St.  Paul,  Minn.,  loaning  on 
chattels  and  indorsed  notes,  has  an  average  loan  balance  of 
$21,012,  and  its  expenses  are  2.75  per  cent,  a  month. 

The  Utica  Providential  Loan  Association  of  Utica,  N.  Y., 
loans  on  chattels  and  pledges.  Its  average  loan  balance  is 
$10,252,  and  its  operating  expense,  as  related  to  its  outstand- 
ing loans,  shows  about  3.15  per  cent. 

The  Equitable  Loan  Association  of  Minneapolis,  collecting 
about  2  per  cent,  a  month  on  its  outstanding  loans,  in  a  state- 
ment to  the  stockholders  under  date  of  Jan.  25,  1913,  says 
that  the  cost  of  each  loan  to  the  company  was  $4.79,  but  the 
amount  charged  to  each  borrower  was  $3.70.  "From  this," 
says  the  writer,  "it  is  apparent  that  the  amount  charged  to 
each  borrower  is  considerably  less  than  the  average  expense  of 
making  the  loans." 

The  Chattel  Loan  Society  of  New  York,  Incorporated,  has 
for  its  treasurer  Pierre  Jay,  former  Bank  Commissioner  of 
Massachusetts;  its  secretary  is  Mr.  Arthur  H.  Ham.  It  loans 
only  on  chattels.  We  surely  may  assume  that  this  office 
should  be  a  model  in  point  of  efficiency  and  methods  of  con- 
ducting the  business.  It  has  a  small  paper  charge  and  a  rate 
of  interest  of  2  per  cent,  a  month.  It  reports  outstanding 
loans,  $33,833;  its  expenses,  $12,778.  It  reports  1,094  loans 
made  in  ten  months,  the  average  loan,  $91.  The  business 
made  no  profit;  by  changing  a  portion  of  a  fire  insurance  sink- 
ing fund  to  a  credit  it  can  report  the  loss  at  $237.  Distribut- 
ing the  expenses  over  this  ten  months  it  represents  more  than 
3  per  cent,  on  its  outstanding  loans.  This  is  without  adding 
to  the  expense  account  any  allowance  for  interest  on  the 
unused  portion  of  its  capital  of  $200,000,  although  bank  inter- 
est earned  on  unused  balances  is  figured  in  its  receipts.  It 
may  fairly  be  said  that  the  business  is  new  and  that  expenses 
are  always  larger  from  a  percentage  calculation  in  the  first 
few  opening  months  than  they  will  be  after  a  sufficient  time 
has  elapsed  to  enable  the  company  to  reach  its  full  measure  of 
business.  Massachusetts'  supervision  indicates  thait  it  requires 
about  seven  months  to  place  the  capital  capacity  of  an  office. 
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The  Chattel  Loan  Company,  by  its  report  of  Dec.  31,  1912, 
had  been  in  business  ten  months.  The  average  balance  is 
used  above,  but  the  highest  balance  outstanding  was  S54,046.98 
at  the  date  of  its  report;  its  operating  expenses  per  month 
seem  to  be  about  SI, 300.  Its  capital  is  S200,000,  but  3  per 
cent,  a  month  on  the  total  of  its  loans  now  outstanding  would 
not  pay  the  operating  expenses  and  earn  6  per  cent,  on  the 
capital  actually  in  use. 

These  figures  should  demonstrate  the  truth  of  the  conclu- 
sion that  3  per  cent,  a  month  will  not  invite  suflficient  capital 
into  the  business  of  making  small  loans  without  security  to 
create  the  competition  essential  to  develop  the  best  results  for 
the  borrower. 

This  oflBce  welcomes  any  suggestion  that  may  be  made  by  the 
friends  of  remedial  loan  legislation;  it  will  continue  to  co-operate 
with  the  remedial  loan  associations.  It  has  also  to  deal  with 
the  more  difficult  problem  of  furnishing  a  loan  market  at  the 
lowest  possible  cost  to  borrowers  who  are  not  eligible  for  the 
relief  offered  by  remedial  loan  associations,  because  the  bor- 
rowers either  cannot  or  will  not  comply  with  the  requirements 
of  the  remedial  loan  associations,  which  must  be  observed  if  a 
loan  at  a  low  rate  is  to  be  made. 

The  System  in  Massachusetts. 

The  law  creating  the  office  of  Supervisor  of  Loan  Agencies 
gave  great  power  to  the  supervisor  in  the  matter  of  examining 
books,  papers,  etc.,  and  obligating  the  lenders,  when  licensed 
and  under  sui)ervision,  to  furnish  to  the  supervisor  such  in- 
formation as  he  might  desire.  Acting  under  this  power  the 
supervisor  thought  it  desirable  to  create  a  system  whereby  he 
could  come  into  immediate  contact  with  the  business  relations 
EACH  DAY  between  the  borrower  and  tlic  IcMidcr.  TUv  objei't 
to  be  obtained  by  supervision  is  the  lowest  possible  rate  for 
the  borrower. 

To  simplify  the  system,  and  to  correct  abuses  existing  an<l 
others  which  might  arise  in  the  business,  the  paper  charge, 
whifh  inulcr  th(>  rei^caled  law  had  ]>een  maile  in  stated  sums, 
was  changed  to  an  ("\cn  percentage  of  the  loan  regardless  of 
llic  anidunt  of  tlic  loan,  except  that  the  cliargc  ('(Mscd  on  .SKH), 
and    aii\'    additional    ainonnt    rccci\i'd    no    larger    chartjie.      This 
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charge  was  made  10  per  cent,  of  the  principal,  but  there  was 
introduced  the  further  restriction  that  it  should  not  be  im- 
posed upon  a  borrower  (thus  indicating  a  person  instead  of  the 
loan)  more  often  than  once  in  three  months  in  the  case  of  an 
unsecured  loan,  and  not  more  often  than  once  in  four  months 
in  the  case  of  a  secured  loan.  Thus,  with  the  percentage  of 
charge  distributed  over  these  periods  and  with  the  interest 
under  varying  conditions  which  was  allowed,  there  was  estab- 
lished a  percentage  of  return  to  the  lender  in  either  one  or  the 
other  of  the  forms  mentioned,  and  it  was  possible  to  deter- 
mine the  percentage  received  by  the  lender  on  his  outstanding 
loans.  His  expenses  in  each  particular  item  can,  therefore,  be 
related  by  percentage  in  the  same  manner. 

There  comes  to  the  supervisor  each  week  a  report  from  each 
loan  office  on  which  appear  the  following  particulars  in  rela- 
tion to  the  details  made :  — 

Loans  made. 
Date;  loan  number,  each  office  to  consecutively  number  its 
loans;  name;  address;  amount  stated  in  face  of  note;  when  pay- 
able; if  payable  in  installments  give  terms;  the  fees  or  charges, 
and  whether  to  be  added  or  paid;  rate  of  interest,  and  whether 
secured  or  unsecured;  and  the  nature  of  the  security. 

Loans  discharged. 

There  also  comes  another  sheet  containing  a  report  of  loans 
discharged,  as  follows :  — 

Date  loan  made;  date  loan  discharged;  number  of  loan;  name 
of  person;  amount  of  money  paid  to  and  received  by  borrower; 
total  received  in  settlement  by  lender;  interest  percentage;  col- 
lection expense  if  any. 

Monthly  Balance  Sheet. 
It  is  also  provided  that  each  lender  under  supervision  shall 
submit  once  a  month,  on  blanks  furnished,  a  statement  of 
assets  and  liabilities;  also,  what  amounts  have  been  expended 
during  the  month  under  headings  furnished  by  the  office,  such 
as  rent,  salaries,  wages,  advertising,  etc.,  and  the  amounts  that 
have  been  received  for  interest,  charges  and  repayments.  On 
the  same  sheet  is  a  detailed  account  of  the  number  of  loans 
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made,  whether  secured  or  unsecured,  the  loans  discharged, 
loans  charged  off,  the  balance  of  loans  remaining,  secured  or 
unsecured,  and  the  amount. 

Annual  Balance  Sheet. 
At  the  end  of  the  year  come  the  tabulations  from  the  lend- 
ers of  the  totals  of  these  amounts  in  their  respective  classes, 
together  with  other  questions  deemed  to  be  of  interest,  and 
furnishing  in  detail  the  condition  of  the  office  at  the  close  of 
the  year,  as  well  as  the  amount  of  business  it  transacted. 

Loans  Charged  Off. 
Annual  Blank  No.  3  asked  for  a  list  of  all  loans  that  had 
been  charged  off  as  lost  during  the  year  up  to  and  including 
August  30.  These  loans  were  reported  by  date,  the  loan 
number,  the  name  and  address,  the  amount  borrowed,  the 
charges,  the  rate  of  interest,  the  amount  paid  on  the  loan  and 
the  amount  charged  off  as  a  loan.  This  total,  as  shown  in  the 
tabulations  for  the  one  hundred  and  seven  places  other  than 
the  chartered  companies,  was  So4,9S0.16. 

Suspended  Accounts. 

Offices  are  not  anxious  to  call  a  loan  a  loss  until,  by  reason 
of  bankruptcy  or  death,  the  account  is  in  reality  a  loss.  The 
name  of  the  borrower  is  otherwise  kept  on  a  list  for  reference, 
with  the  possibility  in  view  that  the  debt  may  be  collected. 
The  blank  forms  for  returns  have  a  space  for  accounts  received 
that  have  been  charged  off.  With  such  a  custom  many 
accounts  of  very  doubtful  value  are  on  the  books  in  the  small- 
loan  business.  The  supervisor,  therefore,  created  Annual 
Blank  No.  3,  on  which  was  returned  for  the  eleven  months  of 
the  license  year,  ending  August  'M),  a  report  of  all  loans  on 
which  no  payments  had  been  made  during  the  four  months  ])re- 
ceding  Aug.  30,  1913.  Loans  which  had  been  reported  in  1912 
were  not  to  be  included.  All  the  particulars  of  each  loan  were 
reported  as  specified  above  in  loans  chargrd  oil".  The  total 
amount  thus  rejxjrted  was  .1i;r)0,77().()l. 

The  lenders  having  these  accounts  may  regard  tluMU  as 
good  or  as  excntnally  h>st.  bnt  there  is  at  least  a  (incstion 
mark   against   llicni    it'   ihc  assets  are   to   be   (•h)selv   scrutini/ed 
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for  the  purpose  of  making  some  estimate  of  possible  deprecia- 
tion. Supervision  has  not  yet  passed  upon  the  question  of  what 
proportion  of  these  amounts  should  be  regarded  as  an  item  of 
depreciation;  nor  are  they  included  in  any  of  the  expense  columns 
in  the  tabulations. 

Returns  listed. 
By  this  system  the  office  has  received  since  its  opening  day 
these  returns.  To  the  question  that  is  sometimes  asked,  as  to 
whether  or  not  these  figures  are  recorded  correctly,  it  may  be 
said  that  the  names  and  addresses  of  the  borrowers  afford  the 
opportunity  of  examination  of  the  borrowers,  and  thereby  the 
lender  knows  that  a  report  that  is  incorrect  can  quickly  be 
detected.  By  such  a  system  the  investigation  is  immediate, 
and  is  not  deferred  until  such  time  as  an  examination  would 
be  made  on  the  books.  At  the  very  best  a  special  examination 
might  be  thwarted  by  other  concealed  books  which  might  con- 
tain other  figures;  but  under  the  system  of  supervision  which 
compels  these  reports  to  be  made  when  the  loans  are  made, 
and  which  threatens  the  lender  with  the  expense  of  an  exam- 
ination by  a  public  accountant,  the  business  is  brought  to  a  point 
where  the  figures  may  be  regarded  as  substantially  correct. 

Statistics  for  the  License  Year  ending  Sept.  30,  1913. 

Finding  that  the  statistics  published  by  the  office  have 
become  of  national  importance,  the  supervisor  has  taken  advan- 
tage of  opportunities  which  were  not  available  last  year  because 
so  many  ofl&ces  became  licensed  for  only  the  last  half  of  the 
year.  This  year  the  returns  have  been  compiled  in  each  office 
under  supervision,  and  the  percentages  figured  in  each  office. 

First,  we  will  take  the  suggestion  that  the  percentages  of 
operating  costs,  as  applied  to  all  offices,  were  erroneously 
reached  because  the  disproportionate  cost  of  operating  offices 
which  employed  only  a  very  meager  capital  were  included. 
A  tabulation  of  offices  by  capital  follows.  The  sum  of  $5,000 
has  been  tentatively  held  by  the  Supervisor  to  be  the  lowest 
amount  that  will  enable  a  business  to  be  conducted  at  a  profit 
under  the  rates  established.  Offices  with  $5,000  and  under 
are  included  in  the  first  class.  Where  the  amount  is  less  than 
$5,000  the  lender  has  some  other  business  in  addition  thereto; 
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he  takes  out  a  license  because  of  the  law.     With  this  tabula- 
tion in  amounts  is  also  given  a  tabulation  by  percentages. 


Tabulations  of  Offices  by  Capital. 


Classes  by  Capitax.. 


$5,000  and 
Under. 


$6,000  to 
$15,000. 


$16,000  and 
Over. 


Number  of  offices, 
In  Boston,  .... 

Outside  of  Boston, 
Loans  outstanding  Sept.  30,  1913, 
Average  of  each  office, 
Average  of  loans  outstanding, ' 
Total  assets,        .... 
Average  of  each  office. 
Amount  of  loans  made  for  year. 
Number  of  loans  made  for  year, 
Average  size  of  each  loan. 
Average  income  from  each  loan, 
Average  cost  of  each  loan, 


$82 
S2 
$74 
$103 
S3 
S280, 


31 

13 

18 

088  52 

648  01 

,827  64 

310  34 

332  59 

323  70 

16,760 

$16  72 

i2  71 

2  35 


48 

29 

19 

$340,124  02 

$7,085  92 

$321,440  18 

$473,847  33  ' 

59,871  82  I 

$1,441,153  46 

74,664 

$19  30 

$2  48 

2  00 


Total  income,     ....... 

Total  expenses,  ...... 

In  favor  of  income,     ...... 

.Suspended  accounts,  not  included  in  expenses. 
Expenses  itemized:  — 

Rent  for  year, 

Salaries  for  year,     ...... 

Wages  for  year,        ...... 

Adverti.sing  for  year,       ..... 

Remainder  in  other  items,      .... 
Number  of  salaried  persons,      .... 
Average  number  of  wage  earners. 
Average  salary  per  week,  ..... 

Average  wage  per  week, 

Average  of  each  office,  rent  per  year. 
Average  of  each  office,  advertising,  per  year,  . 


$0  36 

$45,373  07 

$39,387  43 

$5,985  64 

$3,363  69 

$4,547  07 

$12,467  29 

S7,039  95 

S3,829  42 

$11,503  70 

19 

17 

$12  63 

$7  96 

$146  68 

$123  53 


$0  48 

$185,240  09 
$149,488  03 
$35,752  06 
$28,818  35 

$13,694  48 

$60,448  57 

$31,776  00 

S8.S0S  83 

$34,762  15 

44 

57 

S26  42 

$10  72 

$285  30 

$183  47 


28 

21 

7 

$652,513  53 

$23,304  06 

$568,006  90 

$834,171  07 

$29,791  07 

52,076,012  00 

87,143 

$23  82 

S3  76 

0  07 


SI  49 

$328,111  23 
S198.357  20 
$129,744  03 
? 18,594  57 

$14,684  47 

553,207  70 

$46,207  69 

$12,713  01 

$71,494  33 

27 

57 

S37  89 

S13  28 

S524  44 

S454  03 


•  Basis  of  computation. 

Percentages  of  Offices  tabulated  to  Size,  related  to  OxUstanding  Loa7is. 


Clas.ses  by  Capital. 

* 

$5,000  and 

$6,000  to 

$16,000  and 

Under. 

$15,000. 

Over. 

Total  number  of  offices 

31 

48 

28 

Total  income,  including  interest  and  charges. 

5.05 

4.80 

4.81 

Total  expen.sc 

4.38 

3.87 

2.91 

In  favor  of  income 

.67 

.93 

1.90 

Suspended  accounts,  not  included  in  cxpen.se  ac- 

.37 

.74 

.27 

count. 

Exj)cn»c8  itemized:  — 

Kent 

.51 

.35 

21 

Halnrics 

1.30 

1.57 

.78 

VVllgOH 

.70 

.82 

.68 

Ix)iinH  charged  off,  .         .         .         . 

.25 

.35 

.61 

AflvorliHing 

.41 

.23 

.19 

Romuindor  in  othor  items, 

1.03 

.66 

.64 

111  tlic  l'(illf)\viii!j;  1;ibl('  llic  ofliccs  arc  chissKicd  as  tlu-y  were 
ill  llic  l;is(  report.  In  one  <,T<)iip,  "sccurcMl."  arc  tlu>  offices 
wlii<-li    loiiii    ()iil\-    on    .scciiril  \',    avIikIi    is    i;(Micrall\-    furniture   or 
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other  chattels;  the  second,  "unsecured"  are  the  offices  which 
loan  without  any  security;  these  loans  are  generally  known  as 
salary  loans,  credits,  choses  in  action.  "  Mixed  "  offices  loan 
with  security  and  without  security.  No  assignment  is  valid 
as  security  unless  the  restrictions  framed  in  the  law  are  ob- 
served; these  include  the  signature  of  the  wife,  the  acceptance 
of  the  employer,  etc.  Any  paper  which  has  the  effect  of  an 
assignment  is  required  by  the  rules  to  be  limited  by  the  same 
restrictions. 


Tabulations  of  Secured,  Unsecured  and  Mixed  Offices. 


Secured.  Unsecured.  Mixed 


Number  of  offices,      ...... 

In  Boston,  ....... 

Outside  of  Boston,      ...... 

Loans  outstanding  Sept.  30,  1913,      .         .         . 
Average  of  each  office,        ..... 

Average  of  loans  outstanding, ' . 

Total  assets,        ....... 

Average  of  eacli  office,        ..... 

Amount  of  loans  made  for  year, 
Number  of  loans  made  for  year, 
Average  size  of  loan,  ..... 

Total  income  for  year,        ..... 

Total  expenses  for  year,     ..... 

In  favor  of  income,    ...... 

Suspended  accounts,  not  included  in  expenses, 
Expenses  itemized :  — ■ 

Rent  for  year,  ...... 

Salaries  for  year,     ...... 

Wages  for  year,        ...... 

Advertising  for  year,       ..... 

Remainder  in  other  items,  .... 
Number  of  salaried  persons,  .... 
Number  of  wage  earners,  ..... 
Average  salary  per  week,  ..... 
Average  wage  per  week,  ..... 
Average  of  each  office,  rent  per  year. 
Average  of  each  office,  advertising  per  year,     . 


14 

7 

7 

S233,787  17 

S1G,699  08 

8201,699  91 

$325,171  38 

823,228  53 

8436,766  41 

8,457 

815  65 

869,697  06 

$54,034  24 

$15,662  82 

$7,968  49 


$3,768  57 

$19,792  83 

811,300  44 

.$3,371  33 

$15,801  07 

14 

19 

S27  19 

811  43 

8269  18 

$240  80 


45 

33 

12 

8453,394  70 

810,068  72 

8384,521  20 

8576,971  32 

812,821  58 

52,189,409  80 

124,811 

$17  52 

$276,218  93 

8178,130  32 

898,088  61 

822,579  59 

816,915  81 

$46,313  29 

$48,831  14 

$10,274  10 

855,795  98 

33 

70 

826  99 

$13  41 

8375  91 

8228  31 


23 

25 

$387,544  20 

$8,073  84 

8378,053  61 

8509,186  04 

810,608  04 

81,171,312  96 

45,299 

825  85 
8212,808  40 
$155,078  10 

857,730  30 
820,228  53 

812,241  64 
860,017  44 
824,952  06 
811,703  83 
.$46,163  13 
43 
52 

826  84 
89  22 

8255  03 
$243  83 


1  Basis  of  computation. 


Percentages  for  the  Secured,  Unsecured  and  Mixed  Offices,  related  to  Out- 
standing Loans. 


ured. 

Unsecured. 

Mixed 

14 

45 

48 

7 

33 

23 

7 

12 

25 

.83 

5.99 

4.69 

.23 

3.86 

3.42 

.65 

2.13 

1.27 

.32 

.49 

.44 

.16 

.37 

.27 

.81 

1  00 

1.32 

.47 

1.06 

.55 

.11 

.57 

.51 

.14 

.22 

.26 

.54 

.64 

.51 

Total  number  of  offices,     ...... 

In  Boston,  ........ 

Outside  of  Boston,      ....... 

Total  income  per  month,   including  interest  and 

charges. 
Total  expense,     ........ 

In  favor  of  income,    ....... 

Suspended  accounts,  not  included  in  expenses. 
Expenses  itemized:  — 

Rent,        ......... 

Salaries,  ......... 

Wages,      ......... 

Loans  charged  off, 

Advertising,     ........ 

Remainder  in  other  items,      ..... 
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In  addition  to  the  one  hundred  and  seven  offices  tabulated 
in  the  preceding  pages  are  submitted  the  following  tabulations 
relative  to  chartered  companies:  — 


Collateral  Loan  Company. 


Percentages. 


Loans  outstanding  Sept.  30,  1913, 
Asset',  ..... 

Amount  of  loans  made. 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan,  . 
Total  income,      .... 
Total  expeu-ses,    .... 
In  favor  of  income, 
Expenses  itemized:  — 

Rent 

Salaries,    ..... 

Taxes,       ..... 

Dividends,        .... 

Remainder  in  other  items, 
Number  of  salaried  persons, 
Average  salary,    .... 


Sl.305,003  34 

$1,382,015  26 

S2,720,670  70 

100,825 

S26  98 

SI  43 

SI  23 

5144,661  53 

5124,919  05 

519,742  48 

57,4'55  92 
527,264  12 
519,722  00 
565,000  00 

55,467  01 
13 

52,097  24 


.92 
.70 
.13 

.04 
.17 
.13 
.41 
.04 


Workingmen's  Loan  Association. 


Total 
Amounts. 

Percentages. 

$213,394  76 

_ 

S248,793  51 

- 

$180,780  61 

- 

2,464 

- 

573  37 

- 

513  41 

- 

511  49 

- 

533.046  49 

1.29 

528,331  46 

1  10 

$4,715  03 

.19 

$1,676  00 

.06 

$4,900  00 

.19 

56,673  00 

.26 

$1,048  50 

.04 

57,500  00 

.29 

$0,533  06 

.26 

2 

8 

$2,600  00 

- 

S834  00 

- 

Loans  outstanding  Sept.  30,  1913. 
Assets,  ..... 

Amount  of  loans  made. 
Number  of  loans  made, 
Average  size  of  loan,   . 
Average  income  of  loan. 
Average  cost  of  loan,  . 
Total  income.       .... 
Total  cxpen.se.      .... 
In  favor  of  income. 
Expenses  itemized:  — 

Kent 

Salaries, 

Wages. 

Advertising,      .... 

Dividcnd.M,        .... 

Remainder  in  other  items, 
Number  of  salaried  persons. 
Number  of  wage  earners,    . 
Average  .lalary,    .... 
Average  wage 
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Worcester  Collateral  Loan  Company. 


Total 
Amounts. 


Percentages. 


Loans  outstanding  Sept.  30,  1913, 

Assets, 

Amount  of  loans  made. 
Number  of  loans  made, 
Average  size  of  loan,    , 
Average  income  of  loan, 
Average  cost  of  loan,  . 
Total  income,       .... 
Total  expenses,    .... 
In  favor  of  income. 
Expenses  itemized:  — 

Rent,         ..... 

Salaries, 

Wages, 

Advertising,      .... 

Dividends,        . 

Remainder  in  other  items. 
Number  of  salaried  person. 
Number  of  wage  earners,    . 
Average  salary,    .... 
Average  wage,      .... 


$85,907  88 

$96,518  87 

$70,908  13 

1,414 

S50  19 

$10  42 

$9  67 

$15,145  55 

$13,383  46 

$1,462  09 

$765  97 
$2,400  00 
$2,914  30 

$466  04 

$4,212  00 

82,925  15 

1 

3 

$2,400  00 

$971  43 


1.47 

1,32 

.15 

.07 
.23 
.28 
.04 
.41 
.28 


Chattel  Loan  Company. 


Total 
Amounts. 


Loans  outstanding  Sept.  30, 
Assets,    . 

Amount  of  loans  made, 
Number  of  loans  madC; 
Average  size  of  loan. 
Average  income  of  loan 
Average  cost  of  loan. 
Total  income, 
Total  expenses. 
In  favor  of  income. 
Expenses  itemized:  — 

Rent, 

Advertising, 

Wages, 

Loans  written  off, 

Remainder  in  other  items 
Number  of  wage  earners. 
Average  wage  per  week. 


1913, 


$6,812  00 

$9,672  26 

8226,351  86 

11,886 

819  07 

S2  42 

$1  87 

$28,712  48 

$22,252  91 

$6,459  57 

$2,0.53  52 
$1,888  37 
87,803  50 
83,993  47 
$6,514  05 
36 
$12  46 


1  The  above  amount  is  the  business  for  four  months;  after  that  the  six  offices  in  which  business 
was  conducted  became  licensed  offices  and  the  business  is  included  in  the  tabulations  of  one  hun- 
dred and  seven  offices. 


In  the  tables  which  follow  are  gathered  the  statistics  of  all 
the  offices  under  supervision:  — 


Total  Amounts  Jar  All  Classes,  including  Chartered  Companies. 

Chartered  companies, 4 

Number  of  offices  in  tabulations, 107 

In  Boston, 63 

Outside  of  Boston, 44 
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Loans  outstanding  (total),  Sept.  30,  1913, 
Average  of  loans  out-standing,  . 
Total  assets,        .... 
Amoiuit  of  loans  made  for  year. 
Number  of  loans  made  for  year, 
Income  averaged  to  each  loan, 
Expense  averaged  to  each  loan. 
Total  income,       .... 
Total  expenses,    .... 
In  favor  of  income. 
Suspended  accounts  (total), 
Expenses  itemized :  — 

Rent, 

Salaries, 

Wages, 

Advertising,      .... 

Remainder  in  other  items, 
Number  of  salaried  persons, 
AA-erage  number  of  wage  earners, 
Average  salary  per  week,   . 
Average  wage  per  week,     . 
Average  of  each  office,  rent  per  year, 
Average  of  each  office,  advertising  per  year, 


S2.6So,90-i  05 

§2,575,452  70 

S3, 148,328  32 

§6,996,266  46 

.      295.156 

?2  64 

SI  95 

8780,290  44 

8576,429  54 

8203,860  90 

§50,776  61 


§44,887  43 

§160.687  68 

§102,474  44 

§28,752  17 

§239,627  82 

103 

161 

§30  00 

§12  24 

§404  39 

§259  02 


Percentages  for  All  Classes  related  to  Outstanding  Loans. 
Percentage  of  income,  including  interest  and  charges. 
Percentage  of  expenses,    . 
In  favor  of  income,    . 
Percentage  of  suspended  accounts, 
Percentages  of  expenses  itemized :  • 

Rent, 

Salaries, 

Wages, 

Advertising,    .... 

Remainder  in  other  items,    . 


1.87 
.65 
.16 


.15 
.52 
.33 
.09 

.78 


All  jxTcci liases  ji;i\(Mi  arc  related  to  tlu'  nAXTai.ro  of  tho  out- 
standiii',^  loans  for  the  twchc  nioiitiis. 

la  the  |)ereeiitaj:;e  of  exjxMise  is  included  tlu'  loans  that  ha\"c 
beoii  eliar^M-d  oil'  as  losses  durin^^  tlu>  year. 

In  tlie  |)ercenla,u:e  (»f  exjxMise  the  anionnt  ])aid  for  di\  idends 
is  not  inclnde(|  exce|)t  in  the  indi\idnal  taluilalions  of  \\\v 
charlered  eoiripanies. 

'i'he  pereentaj^cs  for  suspended   accounts  are  not  inchided   in 
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the  expense  account.  It  is  furnished  as  a  question  mark  to  be 
used  when  the  subject  of  equitable  rates  is  under  considera- 
tion. 

The  percentage  of  expense  reported  last  year  did  not  include 
losses,  as  the  returns  were  incomplete  by  reason  of  the  fact 
that  a  number  of  the  offices  having  a  large  business  did  not 
become  licensed  until  the  legislation  of  1912  removed  all 
doubt  that  they  may  have  had  as  to  whether  or  not  they  could 
be  included  by  the  original  act. 

The  percentage  in  favor  of  income  is  its  relation  to  the 
average  of  outstanding  loans.  When  the  difference  between 
income  and  expense  is  related  to  the  capital  invested  in  the 
business,  it  shows  a  profit  per  year  as  follows :  for  the  offices  in 
the  secured  class,  4.78  per  cent.;  for  the  offices  in  the  mixed 
class,  11.32  per  cent..;  for  the  offices  in  the  unsecured  class, 
17  per  cent.  If  dividends  on  capital  stock  in  corporations,  or 
money  invested  by  individuals  or  partnerships,  is  allowed  as 
an  expense  of  6  per  cent,  per  annum,  the  above  rate  of  profit 
would  be  reduced  by  that  amount;  in  which  case  the  secured 
offices  as  a  class  have  no  profit,  the  class  composed  of  un- 
secured offices  have  a  profit  of  11  per  cent,  and  the  class  com- 
posed of  offices  doing  both  secured  and  unsecured  in  combina- 
tion have  a  profit  of  5.32  per  cent,  per  annum.  Against  these 
estimated  profits  might  properly  be  placed,  as  a  question  mark 
dealing  with  possible  depreciation  of  principal,  the  item  of 
suspended  accounts,  which  is  equivalent  to  2.45  per  cent,  in 
the  secured,  3.91  per  cent,  in  the  unsecured  and  3.97  in  the 
mixed. 

The  figures  representing  the  volume  of  outstanding  loans 
used  as  the  basis  for  computations  last  year  were  $786,055.25; 
this  year  the  figures  used  for  the  same  purpose  are  $964,274.72. 

The  offices  classed  for  a  capital  of  $5,000  and  under  average 
a  little  more  than  one  salary  or  wage  to  an  office;  the  class 
having  a  capital  from  $6,000  to  $15,000  averages  two  persons 
to  an  office;  the  class  having  a  capital  of  $16,000  and  over 
averages  three  persons  to  an  office. 

In  the  secured  class  the  outstanding  loans  last  year  were 
$111,362.10;  this  year,  $201,699.91,  —  an  increase  of  $90,337.81. 
Increase  in  the  number  of  offices,  4;  expenses  last  year,  2.90 
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per  cent,  a  month;  this  year,  2.23  per  cent,  a  month,  —  a 
decrease  of  .67  per  cent. 

In  the  mixed  class  the  outstanding  loans  last  year  wfere 
$368,071.25;  this  year  8378,053.61,  —  an  increase  of  S9.9S2.36. 
Increase  in  the  number  of  offices,  19;  expenses  last  year,  2.52 
per  cent,  a  month;  this  year,  3.42  per  cent,  a  month,  —  an  in- 
crease of  .90  per  cent,  a  month.  The  number  of  offices  has  in- 
creased, but  there  has  not  been  a  proportionate  increase  in  the 
volume  of  lo.ans.  Losses  charged  ofi'  would  represent  .51  of 
the  increase. 

In  the  unsecured  class  the  outstanding  loans  last  year  were 
$306,571.90;  this  year  8384,521.20,  —  an  increase  of  877,- 
949.30.  Increase  in  number  of  offices,  14;  expenses  last  year, 
2.89  per  cent,  a  month;  this  year,  3.86  per  cent,  a  month,  — 
an  increase  of  .97  per  cent.  The  relative  increase  in  the  num- 
ber of  offices  in  this  class  is  about  the  same  as  in  the  mixed 
class,  and  with  the  same  effect.  Loans  charged  oft"  would  rep- 
resent .57  of  the  increase. 

Pawnbrokers  —  Rate  established. 
The  problem  confronting  the  supervisor  in  fixing  the  rate  of 
interest  for  pawnbrokers  was  brought  to  the  attention  of  the 
Legislature  in  the  last  report.  The  licensing  boards  in  the 
various  cities  and  towns  of  the  Commonwealth  were  not  re- 
stricted in  the  amount  they  might  fix  as  the  rate  of  interest  to 
be  collected;  the  act  giving  the  supervisor  power  to  fix  the  rate 
of  interest  on  small  loans  (section  7)  said  it  sliouM  not  exceed 
3  per  cent,  a  month.  Section  21  of  the  same  act  said,  "The 
board  which  grants  licenses  to  paAvnbrokers  shall  from  time  to 
time  establish  regulations  to  the  satisfaction  of  the  suporAJsor 
of  loan  agencies,  relative  to  the  business  carried  on  and  the 
rate  of  interest  clnirgcd  by  thcni."  The  only  restriction,  then, 
on  such  a  boiird  in  cstaLlisbing  a  rate  nf  interest  is  that  "it 
shall  be  to  llic  satisfaction  of  the  sn]){'r\isor."'  The  r('(|uest 
last  year  for  a  removal  of  the  restriction  npon  the  snpiT\isor, 
so  that  he  could  ap|)rovc  of  the  rat(>  fixed  b\'  the  licensing 
Ixiards,  \\as  not  acted  njxm  fa\(irably  by  tlu>  Legislature. 
I'ndcr  date  of  .Vpril  15,  l!li:{,  the  supervisor,  by  circular  letter, 
brought  the  whole  situation  to  the  attention  of  the  mayor  and 
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aldermen  of  any  city,  the  board  of  police  in  Boston  and  to  the 
selectmen  of  any  town  where  pawnbrokers  were  licensed,  saying 
that  the  law  limited  his  approval  to  3  per  cent,  a  month. 

The  immediate  result  of  this  announcement  was  a  request  for 
hearings  from  persons  affected  in  different  parts  of  the  Common- 
wealth. In  Boston  particularly  there  was  an  earnest  protest. 
At  the  hearings  it  developed  that  in  Boston,  daily,  there  were 
hundreds  of  loans  made  where  the  amount  involved  did  not 
exceed  $5,  and  additional  hundreds  of  loans  where  the  amount 
involved  did  not  exceed  $10.  Under  such  conditions  it  was. 
evident  that  a  3  per  cent,  per  month  rate  was  not  practical; 
the  borrower  would  be  forced  to  the  disadvantage  of  selling 
his  property  in  the  form  of  a  pledge  —  jewelry,  clothing,  etc,,, 
whatever  it  might  be  on  which  he  desired  to  raise  money  and 
then  take  the  risk  of  purchasing  it  back  again  at  some  later 
date.  It  was  clear  that  the  enforcement  of  an  observance  of 
any  decision  made  by  the  supervisor  must  rest  with  other 
officials,  because  no  such  authority  is  conferred  upon  the 
supervisor.  Confronted  with  these  conditions  the  supervisor 
exercised  the  discretionary  power  which  might  be  implied 
where  two  boards  had  power  relative  to  the  fixing  of  the  rate. 
The  compromise  reached  reduced  the  rate  everywhere  in  the 
Commonv/ealth  to  3  per  cent,  per  month  for  sums  from  $25 
to  $100;  for  sums  over  the  last-named  amount  the  rate  was  re- 
duced to  2  per  cent,  a  month;  between  $10  and  $25  it  was 
made  1  per  cent,  a  week,  and  for  $10  and  under  the  rates 
adopted  were  those  in  effect  in  Boston  as  fixed  by  the  board 
of  police  which  were  made  general;  and  then  the  following  was 
given  out :  — 

It  has  been  made  to  appear  to  the  supervisor  that  the  word  "satisfac- 
tion" in  section  21,  chapter  727,  Acts  of  1911,  will  permit  of  an  interpreta- 
tion more  liberal  than  that  given  by  him  in  his  communication  dated. 
April  15;  also  that  an  enforcement  of  a  3  per  cent,  rate  on  sums  under  ■ 
$10  might  produce  results  which  would  be  more  of  an  injury  than  a  bene- 
fit to  the  class  who  were  to  have  the  advantage  of  the  smaller  rate.  The; 
supervisor  will  therefore  modify  his  circular  of  April  15  and  say  that  the: 
following  rates  of  interest  will  be  to  the  "satisfaction  of  the  supervisor"  as; 
required  by  section  21,  chapter  727,  Acts  of  1911. 

On  a  loan  of  $1  or  less,  5  cents  for  the  first  week  and  2  cents  for  each 
week  after  the  first;  on  a  loan  of  over  $1,  to  and  including  $3,  4  per  cent. 
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for  the  first  week  and  2?  per  cent,  for  each  week  after  the  first;  on  a  loan 
of  over  §3,  to  and  including  SIO,  3  per  cent,  for  the  first  week  and  2  per 
cent,  for  each  week  after  the  first;  on  a  loan  of  over  SIO,  to  and  including 
S25,  1  per  cent,  a  week;  on  a  loan  of  over  .S25,  to  and  including  SlOO,  3 
per  cent,  a  month  and  each  fraction  thereof  at  the  same  rate;  on  a  loan 
of  over  SlOO,  2  per  cent,  a  month  and  each  fraction  thereof  at  the  same 
rate. 

Loans  of  $10  axd  Under. 

Among  the  evils  in  connection  with  the  business  of  making 
small  loans,  enlarged  npon  at  the  hearing  before  the  committee 
which  reported  the  act  creating  this  office,  was  that  commonly 
known  as  "split  loans."  The  legal  rate  of  return,  then,  per- 
mitted at  that  time  had  created  conditions  where  the  largest 
profit  for  the  money  invested  was  to  be  found  in  the  smallest 
of  loans  that  could  be  made,  because  when  the  loan  decreased 
in  size  the  percentage  of  return  increased. 

This  evil  was  immediately  taken  up  by  this  office  and  treated 
as  set  forth  in  our  last  report.  Briefly,  it  might  be  said  that  a 
change  was  made  whereby  the  return  to  the  lender  was  based 
on  a  percentage  as  related  to  the  principal,  regardless  of  the 
amount,  thus  eliminating  the  motive  for  "split  loans"  and 
additional  offices.  This  took  the  place  of  the  old  system,  which 
permitted,  for  instance,  a  paper  charge  of  $2  on  SIO,  or  any 
amount  under  that  sum.  As  the  business  of  making  loans  of 
$10  or  under  had  thus  developed,  under  legal  sanction,  a  higher 
rate  of  return  than  was  given  to  other  loans,  this  office,  in 
attempting  to  make  a  rate  which  would  be  equitable,  provided 
that  a  charge  of  15  per  cent.,  to  include  all  charges  and  in- 
terest of  whatever  name  and  nature,  could  be  made  by  a  lender 
for  the  loan  of  sums  of  SIO  or  under;  but  no  attempt  to  *'orce 
a  colloction  was  to  be  made  withiu  six  weeks  from  the  date  of 
borrowiug.  This  reduced  the  ciuirge  to  about  10  per  cent.;  but 
there  was  a  still  further  i)rivilege  given  to  the  borrower,  that 
he  could  return  the  amouut  borrowed  in  installments  if  he  so 
desired,  in  which  case  tlu-  rate  of  return  should  be  only  'A  ]>or 
cent,  a  month,  and  on  vuii)aid  balances  only. 

The  j)ractical  working  of  this  decision  ought  to  b(>  the  retire- 
incnl  of  a  larg(^  nnini»cr  of  these  $10  loans.  .V  borrower,  in- 
stead of  j)aying  a  hirge  monthly  percentage,  without  reducing 
Jus  debt   can  take  advantage  of  the  privilege  which  is  i)riuted 
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on  the  card  which  is  given  to  him  at  the  time  of  making  a  loan, 
and  retire  his  loan  by  instalments  at  three  per  cent,  as  thereon 
provided.  This  option  to  the  borrower  of  thus  making  pay- 
ments on  installments  makes  the  15  per  cent,  rate  equitable; 
it  is,  in  fact,  in  the  nature  of  a  tender  law  on  these  small  sums. 
The  result  of  the  practical  working  of  the  rule  justifies  its  in- 
auguration and  its  continuance.  Some  of  the  lenders  expressed 
the  opinion  that  under  such  a  rule  much  of  their  business 
would  pass  into  this  installment  class;  but  developments  have 
not  sustained  this  prediction. 

The  office  is  now  extending  its  work  in  the  investigation  of 
conditions  surrounding  the  making  of  $10  loans.  Hundreds  of 
loans  are  reported  in  this  class  each  week.  There  are  many 
cases  where  one  individual  is  making  a  number  of  loans.  To 
what  extent  each  loan  is  represented  by  a  new  borrower,  or 
how  long  a  loan  of  this  nature  runs,  are  matters  which  will 
receive  attention  as  being  incident  to  the  work  of  supervision. 
It  will  furnish  additional  information  as  the  basis  for  fixing  the 
amount  which  should  be  paid  by  the  borrower  for  the  use  of 
loans  of  this  nature. 

Collection  by  Process. 

Whenever  a  legal  proceeding  of  any  nature  is  commenced  to 
make  a  collection  of  a  borrower  in  the  small  loan  business,  there 
must  be  returned  to  the  office  of  the  supervisor,  on  blanks 
furnished,  the  number  of  the  loan,  details  concerning  it,  what 
amount  remains  unpaid  and  to  whom  the  process  of  collection 
has  been  committed.  When  the  process  halts,  or  is  completed 
in  any  way,  the  full  details  of  whatever  settlement  has  been 
made  are  returned  upon  a  second  paper;  thereby  supervision 
gets  information  as  to  the  nature  of  the  security,  what  is 
realized  upon  it  and  in  what  manner.  All  items  of  the  bills 
incurred  in  collecting  are  sent  to  the  supervisor;  thus  the 
history  of  every  loan  under  supervision  is  in  the  office. 

There  were  765  loans  during  the  year  on  which  legal  pro- 
ceedings were  commenced.  The  amount  of  money  involved  in 
these  765  loans  was  $29,206.70.  Of  these  loans,  254  were  for 
amounts  of  $10  or  under.  There  were  115  proceedings  started 
in  the  secured  offices,  an  average  of  8  to  each  office;  447  were 


42  LOAN   AGENCIES.  [Jan. 

started  in  the  mixed  offices,  an  average  of  9  to  each  office;  203 
were  started  in  the  unsecured  offices,  an  average  of  4  to  each 
office. 

Of  these  765  loans  241  were  collected.  Of  these  241  loans, 
51  were  for  SIO  or  under.  The  amount  of  money  involved  for 
the  241  loans  was  SI  1,964.88  and  the  collection  costs  were 
SI, 756. 33.  The  average  cost  of  collecting  a  loan  was  S7.30. 
The  percentage  of  the  costs  to  the  amount  collected  is  15  per 
cent.  The  cost  of  proceedings  varies.  In  one  case  S39.56  w^as 
to  be  collected,  and  the  cost  for  collecting  same  was  S52.81. 

Legal  Proceedings. 

By  the  provisions  of  the  act  of  1911,  the  Commonwealth 
was  called  upon  to  prove  that  a  lender  had  charged  or  received 
from  a  borrower  an  amount  greater  than  that  prescribed  as  the 
limit  under  w^hich  business  could  be  transacted  without  a 
license.  Evasion  of  the  law  was  then  possible  under  a  system 
whereby  two  persons  acting  together  made  it  difficult  to  fur- 
nish evidence  that  would  assure  conviction.  By  chapter  347, 
i\cts  of  1913,  passed  at  the  request  of  the  supervisor,  the  tenor 
of  the  original  act  is  so  far  changed  that  it  is  sufficient  for  the 
Commonw^ealth  to  prove  that  the  borrower  paid  for  expenses, 
to  one  or  more  persons,  an  amount  greater  in  the  aggregate 
than  an  amount  equivalent  to  12  per  cent,  per  annum  on  the 
sum  actually  received  by  the  borrower,  if  the  lender  might, 
by  reasonable  inquiry,  have  ascertained  that  such  an  amount 
was  being  paid. 

June  13,  before  Judge  Creed,  Boston  ^Municipal  Court, 
Samuel  Richmond  was  convicted  and  fined  S200,  which  w^as 
paid. 

June  IS,  before  Judge  Ely  of  the  Boston  Municipal  Court, 
George  I.  Robinson  was  convicted  ot  engaging  in  the  business 
of  making  small  loans  without  a  lictMise  and  was  IIuihI  SiOO, 
which  was  paid. 

July  31,  before  Judge  Murray  of  the  Boston  Municiiial 
Court,  the  Mason  Financial  Com])any  and  the  Fidelity  (tuar- 
anty  ('ompany,  South  Dakota  ('or])orations,  were  placed  on 
trial  for  engaging  in  the  l)nsiness  of  making  small  loans  witii- 
onl    a    license.      I'lider    the    act    as    amended    by    chapter   347, 
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Acts  of  1913,  conviction  was  secured.  These  corporations  occu- 
pied an  office  separated  by  a  partition,  about  6  feet  in  height, 
into  two  desk  rooms.  A  prospective  borrower  found  that  any 
loan  desired  must  be  $300  in  addition  to  that  amount  and  the 
whole  amount  guaranteed;  this  service  was  performed  by  the 
Financial  Guaranty  Company,  the  other  side  of  the  partition, 
its  price  being  that  the  borrower  should  leave  the  check  or 
cash  for  $300  which  had  been  advanced  by  the  Mason  Finan- 
cial Company,  and  retain  the  small  loan  desired  at  an  expense 
exceeding  the  limit  named  in  the  law.  The  Mason  Financial 
Company  expected  to  escape  because  its  charges  were  within 
the  limit,  and  the  Fidelity  Guaranty  Company  expected  to  go 
free  because  its  part  in  the  transaction  was  not  a  loan  of  money 
within  the  scope  of  the  law.  Judge  Murray  found  that  it  was 
a  scheme  devised  to  evade  the  law  and  fined  each  corporation 


Appeal  was  taken  and  the  case  came  to  trial  October  28  in 
the  Superior  Court  before  a  jury.  Assistant  District  Attorney 
Webber  appearing  for  the  Commonwealth.  It  was  elected  to 
try  the  Mason  Financial  Company  first.  A  claim  was  made 
that  the  Commonwealth  should  connect  the  two  corporations 
in  the  transactions  above  described,  but  the  Acts  of  1913 
placed  before  the  jury  the  question,  did  the  borrower  pay  a 
greater  sum  for  interest  and  expenses  than  the  limit  named  in 
the  law,  and  could  the  Mason  Financial  Company  have  known 
that  fact  by  reasonable  inquiry?  The  jury  brought  in  a  ver- 
dict of  guilty.  The  case  of  the  Fidelity  Guaranty  Company 
was  marked  for  trial.  In  the  meantime  the  District  Attorney's 
office  seized  books  and  papers.  The  supervisor  also  asked  the 
Attorney-General,  under  date  of  August  5,  to  institute  pro- 
ceedings to  compel  these  corporations  to  cease  doing  business 
in  the  Commonwealth.  Deeming  it  essential  that  the  business 
should  terminate,  another  warrant  was  obtained  in  the  munici- 
pal court  against  these  corporations.  In  the  Superior  Court 
the  Financial  Guaranty  Company  pleaded  guilty  and  agreed  to 
close  the  business,  —  to  cease  attempts  to  collect  illegal  ac- 
counts. This  condition  has  been  complied  with  and  the  cor- 
porations have  gone  out  of  business.     The  fines  were  paid. 

August    14,    before   Judge   Murray   in   the   municipal   court 
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Max  Finkelstein  entered  a  plea  of  guilty  and  paid  the  fine  of 
S200.  Judge  ^Murray  intimated  that  it  was  about  time  to 
impose  a  jail  sentence.  The  daily  papers  gave  good  space  to 
this  remark,  and  unquestionably  it  has  rendered  good  service. 

August  29,  before  Associate  Judge  Stearns  in  the  Chelsea 
Municipal  Court,  ]Mrs.  Minnie  Cohen  was  found  guilty  of 
doing  business  without  a  license  and  was  fined  S200.  The  case 
was  appealed,  but  a  plea  of  guilty  was  entered  in  the  Superior 
Court  and  the  fine  paid. 

August  9,  before  Judge  Reed,  in  the  Brockton  Police  Court, 
Louis  Sumpter  was  convicted  of  doing  business  without  a 
license,  fined  $200  and  appealed. 

In  several  other  cities,  when  the  Commonwealth  commenced 
to  collect  evidence  of  illegal  loans,  licenses  were  applied  for 
and  granted. 

For  violation  of  rules  and  regulations  the  supervisor  placed 
several  cases  against  licensed  offices  in  court.  The  lender  in  each 
case  thought  he  was  within  his  legal  right  in  whatever  he  had 
done,  and  the  supervisor  deemed  it  advisable  to  have  the  case 
heard  where  an  appeal  could  be  taken  that  could  be  carried 
up  to  the  Supreme  Court  where  questions  of  law  were  involved. 
May  29,  before  Judge  Bennett,  Jacob  Bornstein  and  Arnold 
Bornstein  were  tried,  fined  and  an  appeal  taken  to  the  Superior 
Court,  where  they  each  paid  a  fine  of  SlOO  which  ended  the 
case. 

May  29,  before  Judge  Bennett,  Isaac  Endlar  raised  the  ques- 
tion of  what  constituted  a  loan,  —  the  face  of  the  note  made 
or  the  amount  of  money  actually  advanced.  Later  he  pre- 
ferred to  make  a  settlement  according  to  the  rule  as  interpreted, 
and  the  case  was  placed  on  file. 

June  12,  before  Judge  Ely,  the  manager  of  the  Enii>loyees 
Discount  Company  paid  a  fine  of  SlOl)  and  did  not  ap])eal. 

'^riie  above-named  dates  are  the  days  of  Irial.  Tri'vious 
tlicrcto  the  following  dates  rtninired  attendance  at  court  for 
j)ostponements  or  otherwise^:  :\.i)ril  11,  1(),  22.  20;  May  0,  9, 
14,  20;  May  21,  23,  2C..  29;  Jmie  :\,  .'),  7.  !).  11.  i:',;  .Inly  17. 
22,  25,  :;i;  Angnst  11,  12.  i:;,  1.").  20.  27,  2S;  otiirr  prrlinii- 
naries  and  scttlfinculs  willionl  Irial  occnpitMl  days  in  October 
and  Novenibcr. 
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The  office  has  caused  to  be  paid  in  about  $1, ()()()  more  in 
fines  than  has  been  paid  out  for  legal  expenses  incurred  by  the 
office.  A  conviction  has  also  been  secured  in  every  case  that 
has  been  brought. 

The  number  of  licenses  issued  has  been  increased  by  the 
convictions  and  publicity  incident  thereto.  None  of  the  un- 
licensed persons  convicted  have  been  given  a  license. 

Legislation  in  Other  States. 

How  the  business  of  making  small  loans  may  be  properly 
regulated  has  been  presented  for  the  consideration  of  the 
Legislatures  of  Alabama,  California,  Tennessee,  Iowa,  Connecti- 
cut, West  Virginia  and  New  Jersey,  but  resulted  in  no  legis- 
lation, either  by  veto  or  otherwise. 

Nebraska  passed  a  bill  the  constitutionality  of  which  was 
argued  the  first  days  of  December  before  the  Supreme  Court 
of  that  State.  Business  cannot  be  conducted  at  the  low  rate 
named  in  the  law. 

Legislation  in  Vermont  was  more  particularly  in  reference 
to  pawnbrokers.     Utah  had  a  similar  measure. 

Kansas  made  provision  for  the  incorporation  of  remedial 
loan  associations,  but  in  the  opinion  of  this  office  at  a  rate 
which  makes  legislation  impracticable. 

Wisconsin,  also,  influenced  by  unreasonable  sensational  ap- 
peals, passed  a  law  reducing  the  charges  allowed  to  such  a 
point  that  the  Provident  Loan  Society,  a  remedial  association, 
gives  notice  that  it  will  be  unable  to  continue  in  operation 
unless  the  law  is  repealed. 

Ohio  has  added  some  of  the  features  adopted  in  the  Massa- 
chusetts system  of  supervision;  the  10  per  cent,  fee  is  now 
operative  there. 

Pennsylvania  also  added  this  fee  with  the  time-limit  restric- 
tions adopted  in  the  Massachusetts  system,  making  them  the 
law  of  the  State  with  penalties  for  evasion;  it  also  permits  a 
fee  for  examination  which  Massachusetts  prohibits. 

Illinois  has  made  provision  for  the  incorporation  of  remedial 
associations  at  a  rate  of  interest  which  may  permit  companies 
doing  business  with  security  to  exist. 

Indiana  passed  a  law  designed  to  regulate  the  paper  charge 
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and  prevent  its  repetition  or  overcharge  in  any  other  way; 
also  in  the  regulation  of  the  business  by  the  keeping  of  records 
of  loans. 

Elaine  has  followed  jMassachusetts  in  the  attempt  to  vitiate 
loans  made  outside  of  the  State  and  to  license  the  business. 

^Minnesota  law  enacted  permits  the  paper  fee,  limits  it  and 
provides  against  its  repetition. 

Missouri  law  provides  for  the  license  system  and  regulation 
thereunder. 

Colorado  has  adopted  the  license  system  with  inspection  by 
the  license  commissioner. 

Oregon  creates  the  license  system  with  interest  at  3  per 
cent,  a  month,  but  no  loan  over  S30  at  one  time. 

Oklahoma  law  provides  for  a  license  system  with  a  rate  of 
interest,  but  a  lender  is  permitted  to  have  a  minimum  charge 
of  50  cents.  With  the  experience  of  this  office  it  can  safely 
be  predicted  that  the  practical  working  of  such  a  bill  will  not 
be  in  the  interest  of  the  borrower. 

Washington,  D.  C,  passed  a  bill,  the  constitutionality  of  which 
was  questioned  and  the  bill  upheld  by  the  highest  court,  but 
the  business  of  making  small  loans  has  left  Washington  and 
profitably  located  itself  on  the  other  side  of  the  District  of 
Columbia  line. 

New  York  this  year  repealed  its  usury  law.  It  enacted  a 
law  providing  for  supervision,  but  no  supervisor  has  been  ap- 
pointed. This  law  does  not  give  to  the  supervisor,  as  it  does 
in  Massachusetts,  such  power  as  will  enable  him  to  regulate 
the  business.  Supervision  without  the  power  to  supervise, 
especially  if,  as  in  the  New  York  law,  the  possibilities  of 
evading  the  law  arc  al)uii(lant,  can  accomplish  very  little  in 
the  way  of  remedial  work  or  in  furnishing  r\piTi(MU'i>  on 
which  to  make  rates  that  are  equitaiile. 

Ukal  Estatk. 
'^I'he  rate  <m  rciil  estate  is  a  sum  not  exceeding  $'2,  to  be 
charged  For  the  making  of  the  mortgage,  the  actiiai  fi>es  for 
recording,  when  recorded,  and  the  lee  for  invest  igat  ing  the 
tith"  as  agreed  n|)oii  by  both  iKirtics  to  the  hian;  the  rate  of 
interest  is  not    to  exceed    I !    per  cent,   per   month. 
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Information  collected. 
Since  the  office  was  established,  "clippings"  from  the  news- 
papers of  many  States  relating  to  the  business  of  making  small 
loans  have  been  received  and  filed.  They  comprise  remedial 
loan  work,-  legislative  action,  court  decisions,  notices  of  cases 
brought  to  court,  activity  in  enforcing  the  laws  in  those  States, 
etc.  Copies  of  court  decisions  relating  to  the  small  loan  busi- 
ness in  the  making  of  contracts,  construction  to  be  placed  on 
State  laws,  power  that  can  be  exercised  by  administrative 
offices,  etc.,  are  also  obtained,  and  the  principles  are  used  in 
reaching  any  decision  by  the  office  in  any  case  that  involves 
them  or  will  permit  of  their  application. 

Memorandums  filed. 

Beginning  on  April  15  there  was  added  to  the  office  system 
the  practice  of  keeping  a  memorandum  of  each  case  or  subject 
which  received  attention  during  the  day.  Each  case  or  in- 
dividual call  has  a  separate  slip.  It  preserves  dates  and  de- 
cisions rendered  or  views  expressed,  and  lessens  possibilities  of 
differences  when  days  or  months  have  passed  and  the  incidents 
are  needed  for  reference  by  the  office.  Over  fourteen  hundred 
slips  have  been  filed  since  this  date.  More  than  two  hundred 
attorneys  have  called  upon  the  office. 

Evidence  of  the  practical  work  the  office  is  accomplishing  is 
in  the  rapidity  with  w^hich  adjustments  are  made. 

Borrowers  have  become  familiar  with  the  rates  and  rules 
fixed  by  the  supervisor.  These  are  printed  in  pamphlet  form. 
The  law  as  amended,  the  laws  relative  to  assignments  and  a 
list  of  licensed  offices  are  also  furnished.  Each  borrower  is  to 
receive  from  the  lender  a  complete  memorandum  of  the  obliga- 
tion he  has  incurred,  and  thereon  are  printed  the  rules  and  rates 
which  apply  to  it.  It  also  tells  the  borrower  that  he  can,  if 
he  so  desires,  bring  the  matter  to  the  attention  of  the  super- 
visor. 

Observations. 

Excellent  tests  of  prevailing  conditions  in  the.  business  of 
making  small  loans  in  the  relations  of  lenders  and  borrowers 
were  made  on  May  22,  June  3  and  June  26.     On  each  of  these 
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days  the  "Boston  American"  carried  large  editorials  notifying 
borrowers  that  they  should  bring  to  the  attention  of  that  paper 
or  the  supervisor,  at  6  Park  Street,  any  troubles  that  they 
might  have,  or,  if  they  thought  they  were  overcharged,  they 
could  learn  the  truth  by  such  investigation.  One  important 
prosecution  was  thus  originated  and  carried  to  conviction.  An 
average  of  three  inquiries  relating  to  loans  was  made  for  each 
day,  but  there  were  many  grievances  brought  concerning  in- 
stallment contracts. 

The  business  of  making  small  loans  appears  to  be  the  largest 
in  the  communities  where  large  wages  are  paid. 

Something  might  be  written  concerning  the  borrowers  who 
are  successful  in  obtaining  small  loans  and  then  vanishing  be- 
yond recall. 

Loan  offices  outside  of  Boston  are  quite  often  offices  with 
small  capital  and  small  business,  for  the  reason  that  the  de- 
mand for  loans  is  small.  They  are  usually  conducted  in  con- 
nection with  some  other  business.  The  owners  take  out  a 
license  because  they  wish  to  comply  with  the  law. 

Reports  of  contemplated  legislation  in  other  States,  coming 
to  this  oflBce  through  newspaper  clippings,  show  that  the  Mas- 
sachusetts law  is  the  favorite  model. 

OflSces  doing  business  at  a  loss  during  the  year  include 
representatives  of  the  secured,  mixed  and  unsecured  class;  six 
have  a  capital  in  excess  of  $10,000;  one  has  a  capital  of  over 
$30,000;  seven  have  over  $5,000;  six  have  under  $5,000. 

Recommendations. 
Raising   the    Limit    of    Jjxnis    under    Siijx'rrisioii    from    SoOO   to 

sooo. 

The  act  which  gives  to  the  supervisor  the  jiower  to  fix  the 
rate  of  interest  makes  ',]  per  cent,  a  month  the  niaxinuim  rate" 
which  he.  can  estabhsli  as  the  return  for  the  use  of  money  in 
sums  of  $:5()0  or  less.  Contracts  involving  loans  of  amounts  in 
excess  of  $;iO()  —  for  instance,  $i?01  — can  be  made  in  an  open 
market,  free  IVoui  restrictions,  where  money  seeks  investnuMit 
at  any  rate  lha(  may  be  ai^reed  npon  by  the  i)arlies  to  the 
contract,  liider  such  conditions  money  finds  (Mnph>\inent  at 
a  rate  larger  than  it  can  obtain  under  supervision.      If  the  sum 
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of  $301  can  earn  a  much  larger  rate  of  interest  than  $300, 
then  a  borrower  who  is  in  a  position  to  borrow  $300  finds  that 
he  must  borrow  $301,  if  the  lender  can  get  a  larger  profit  on 
$301  than  he  can  get  on  $300. 

If,  therefore,  supervision  on  a  loan  of  $300  prohibits  the  rate 
which  is  legal  on  $301,  that  prohibition  in  effect  closes  the  loan 
market  at  rates  permitted  under  supervision  for  sums  of  $300 
or  approaching  thereto;  the  market  will  open  at  a  point  where 
the  rate  established  by  supervision  correlates  with  the  rate 
that  is  legal  outside  of  it.  To  raise  the  limit  from  $300  to 
$600,  or  even  a  larger  amount,  would  involve  no  hardship 
upon  whomever  it  might  affect.  The  law  as  it  now  reads  per- 
mits a  rate  of  1  per  cent,  a  month,  or  12  per  cent,  a  year, 
without  any  supervision.  The  system  that  places  loans  of  $300 
or  less  made  at  a  larger  rate  than  1  per  cent,  under  supervision 
has  developed  good  results.  Much  can  be  accomplished  for 
the  benefit  of  borrowers  by  increasing  the  limit.  If  loans  above 
$300  are  demanding  and  receiving  a  higher  rate  than  is  allowed 
under  supervision,  then  the  conditions  that  make  such  a  rate 
possible  might  well  be  developed  by  the  investigation  system 
now  applied  to  loans  under  $300.  At  present  there  is  compe- 
tition unfavorable  to  the  supervision  rate  that  can  be  charged 
for  the  use  of  $300;  placing  larger  sums  under  supervision  wall 
curb  that  competition  and  have  the  tendency  to  equalize  rates 
now  demanded  for  loans  either  above  or  below  $300. 

I  therefore  recommend  the  passage  of  the  following:  — 

An  Act  to  extend  the  Provisions  of  the   Small  Loans  Act  to 

Loans  of  Six  Hundred  Dollars  or  Less. 
Be  it  enacted,  etc.,  as  follows: 

Section  1.  Chapter  seven  hundred  and  twenty-seven  of  the  acts  of 
the  year  nineteen  hundred  and  eleven,  as  amended  by  chapter  six  hundred 
and  seventy-five  of  the  acts  of  the  j'^ear  nineteen  hundred  and  twelve  and 
chapter  four  hundred  and  thirty-seven  of  the  acts  of  the  year  nineteen 
hundred  and  thirteen,  is  hereby  further  amended  by  striking  out  the 
words  "three  hundred"  wherever  the  same  appear,  and  inserting  in  place 
thereof  the  words :  —  six  hundred,  —  so  that  as  hereby  amended  said 
act,  as  amended,  and  the  amendments  thereto,  shall  apply  to  all  loans  of 
six  hundred  dollars  or  less  upon  which  there  is  charged  or  paid  for  interest 
and  expenses  an  amount  which  in  the  aggregate  exceeds  the  equivalent 
of  twelve  per  cent,  per  annum  upon  the  sum  actually  loaned. 

Section  2.    This  act  shall  take  effect  upon  its  passage. 
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The  Tender  Law. 

Legal  opinions  are  divided  on  the  question  of  what  is  the 
effect  of  section  51,  chapter  102  of  the  Revised  Laws  upon 
loans  now  made  under  supervision.  This  law  of  tender  was 
limited  in  its  application  by  section  56,  when  licenses  were 
granted  under  the  provisions  of  57  to  67,  inclusive;  but  licenses 
are  no  longer  granted  under  these  sections,  which  were  repealed 
by  chapter  727,  Acts  of  1911,  creating  the  office  of  supervisor. 
The  supervisor,  in  his  rules  and  regulations,  declared  that  this 
law  of  tender  should  apply  to  all  loans. 

The  objection  raised  was  to  the  effect  that  ^Massachusetts 
had  made  provisions  that  the  supervisor  could  fix  a  rate  of  in- 
terest under  which  a  contract  should  be  made;  therefore  it 
was  not  equitable  to  rule  that  a  debt  once  created  under  these 
conditions  could  be  discharged  under  the  tender  law. 

The  supervisor  made  answer  that  loans  of  the  class  that  are 
under  supervision  were  made  under  necessity.  The  borrower 
is  in  immediate  need.  He  knows  not  where  to  obtain  the 
money  elsewhere,  and  he  takes  advantage  of  the  only  loan 
market  that  is  then  open  to  him.  If  later  he  finds  a  friend 
who  will  help  him  at  a  lower  rate  than  he  is  paying,  then  he 
returns  the  amount  borrowed,  together  with  a  paper  charge 
and  an  amount  for  interest  supposed  to  be  sufficient  for  tem- 
porary accommodation. 

Another  objection  presented  to  the  super\isor  was  to  the 
effect  that  such  an  application  of  the  tender  law  would  cause 
the  greater  proj^ortion  of  borrowers  to  avail  themselves  of  its 
protection  and  to  retire  their  loan  in  this  manner;  but  the 
practical  working  has  not  sustained  the  objection.  Occasionally 
a  borrower  does  avail  himself  of  this  remedial  legislation,  but 
it  has  no  large  appreciable  infinence  in  the  business.  Much 
tlu'  sanu'  objection  \\;is  raised  to  the  pro\ision  nuuK'  i)\'  the 
suj)ervis()r  relative  to  loans  of  $10  or  less;  e\ery  borrower  finds 
on  his  card  the  rule  that  he  may  r(>tire  his  loan  by  ])Mying 
weekly  installments,  in  wliicli  c;isc  interest  is  restricted  to 
3  per  cent,  on  unpnid  ludiinccs.  A  borrower,  who  by  necessity 
must  i)r;icticc  I'nigjility,  cm  herein  lind  remedial  loan  rates,  but 
the  ininibcr  of  lllor^c  who  would  take  adx'antage  of  it  is  not  as 
large  as  the  aiKdcates  of  low    rates  wduld   reasonably  expect. 
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There  is  a  vast  difference  between  a  usury  law,  which  says 
that  it  is  not  lawful  to  take  a  larger  interest  rate  than  18  per 
cent,  per  annum,  and  a  tender  law,  which  says  that  regardless 
of  any  rate  that  was  promised  under  necessity,  the  loan  shall 
be  discharged  when  a  tender  is  made  of  the  principal  sum 
actually  borrowed,  with  not  less  than  six  months'  interest  at 
18  per  cent,  per  annum,  and  a  paper  charge  of  $5  for  making 
papers,  with  a  credit  of  the  amounts  paid,  if  any,  between  the 
time  of  making  the  note  and  the  tender  in  settlement. 

An  alternative  of  this  nature  solves  the  question  of  whether 
a  larger  rate  is  or  is  not  a  necessity  because  of  the  market  con- 
ditions. Any  borrower  who  is  paying  more  than  18  per  cent, 
per  annum  on  a  loan  ought  to  be  given  the  remedy  of  placing 
his  loan  at  any  time  at  the  cheapest  rate  he  can  find  above  that 
sum.  Especially  is  this  true  in  Massachusetts,  where  there  is 
practically  no  limit  to  the  amount  which  can  be  exacted  by  a 
lender  from  a  borrower  when  the  amount  of  the  loan  is  above 
$300.  The  necessity  for  a  tender  law  of  the  nature  herein 
recommended  seems  imperative. 

Such  remedial  legislation,  however,  is  of  little  value  if  its 
provisions  can  be  waived  by  contract.  The  borrower  is  fre- 
quently not  an  equal  party  to  a  contract  involving  a  loan  of 
money.  To  have  the  requisite  effect  it  should  be  impossible  to 
evade  the  law  by  contract.  I  therefore  recommend  the  passage 
of  the  following:  — 

An  Act  to  amend  the  Law  relating  to  a  Tender  for  the  Discharge 

OF  Loans. 
Be  it  enacted,  etc.,  as  follows: 

Section  1.  Section  fifty-one  of  chapter  one  hundred  and  two  of  the 
Revised  Laws  is  hereby  amended  so  as  to  read  as  follows :  —  Section  51 . 
Any  loan  hereafter  made  shall  be  discharged,  any  agreement  to  the  con- 
trary notwithstanding,  upon  payment  or  tender  of  the  principal  sum 
actually  borrowed,  and  interest  at  the  rate  of  eighteen  per  cent,  per 
annum,  and  the  sum  of  five  dollars  additional  in  payment  of  all  expenses 
of  making  and  securing  the  loan;  but  the  lender  shall  be  entitled  to  interest 
for  six  months  at  said  rate  if  payment  or  tender  is  made  under  the  pro- 
visions hereof  within  six  months  after  the  money  is  borrowed.  All  pay- 
ments in  excess  of  the  rate  of  eighteen  per  cent,  per  annum  shall  be  applied 
to  the  discharge  of  the  principal,  and  the  borrower  shall  be  obhged  to 
pay  or  tender  only  the  balance  of  the  principal  and  interest  at  said  rate, 
due  after  such  application.    The  provisions  of  this  section  shall  apply  to 
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all  loans,  whether  secured  or  unsecured;  but  shall  not  be  retroactive  for  a 
period  of  more  than  four  months  preceding  the  date  of  the  tender  if  the 
loan  was  made  under  the  pri\'ilege  of  a  license;  when  the  loan  is  other- 
wise made,  the  provisions  of  this  section  shall  not  be  retroactive  for  a 
period  of  more  than  one  year  preceding  the  date  of  the  tender.  The 
provisions  of  this  section  shall  not  affect  any  loan  made  where  there  is 
charged  or  paid  for  interest  and  expenses  an  amount  which  in  the  aggre- 
gate is  less  than  the  equivalent  of  eighteen  per  cent,  per  annum  upon  the 
sum  actually  loaned,  nor  shall  it  affect  so  much  of  section  three  of  chapter 
seventy-three  of  the  Revised  Laws  as.pro^^des,  if  there  is  no  agreement 
for  a  different  rate,  the  interest  on  monej'-  shall  be  at  the  rate  of  six  dollars 
upon  each  hundred  dollars  for  a  year:  No  person  shall  be  deprived  of 
the  right  of  tender  hereunder  bj''  reason  of  having  executed  any  release, 
under  seal,  covenant,  contract,  or  agreement,  nor  by  reason  of  the  mak- 
ing or  negotiation  of  am'  promissor}'  note,  or  the  renewal  of  any  note  or 
loan,  or  the  making,  without  the  actual  bona  fide  pajTnent  of  the  principal 
sum,  of  any  new  contract  relating  thereto. 

Section  2.    This  act  shall  take  effect  upon  its  passage. 

Assignmeiifs. 
The  experience  of  this  office  •warrants  the  recommendation 
that  if  the  law  relating  to  assignments  as  now  drawn  is  to  re- 
main in  force  it  should  be  amended  by  striking  out  the  words 
"to  secure  a  loan  of  less  than  three  hundred  dollars."  I  there- 
fore recommend  the  passage  of  the  following  act:  — 

An  Act  to  amend  the  Law  rel.\.ting  to  the  Business  of  ^L\KING 

Small  Loans. 
Be  it  enacted,  etc.,  as  follows: 

Section  twenty-two  of  chapter  seven  hundred  and  twenty-seven  of  the 
acts  of  the  j^ear  nineteen  hundred  and  eleven  is  hereby  amended  by 
striking  out  the  words  "to  secure  a  loan  of  less  than  three  Inuulrotl  dollars," 
so  that  it  shall  read  as  follows:  —  Section  22.  No  assignment  of  or  order 
for  wages  or  salary  to  be  earned  in  the  future  shall  be  valid  against  an 
employer  of  the  person  making  such  assignment  or  order  until  the  assign- 
ment or  order  is  accepted  in  writing  l)y  tlic  cnii)loyer,  nor  until  tlie  assign- 
ment or  order  and  the  accejitance  of  tlie  same  have  botMi  filed  and  recordeil 
with  the  (;lerk  of  the  city  or  town  where  the  person  making  the  assignment 
or  or(l(>r  resides,  if  he  is  a  resident  of  the  commonwealth,  or  in  which  he 
is  employed  if  he  is  not  a  resident  of  the  commonwealth;  nor  shall  it  be 
valid  unless  said  assignment  is  in  form  and  purport  as  prescribed  in  chapter 
three  hundred  and  ninety  of  the  acts  of  tfie  year  nineteen  hundred  and  six, 
arul  acts  in  amendment  thereof.  No  such  assignment  or  order  shall  be 
recorded  by  the  clerk  of  a  city  or  town  unless  it  states  on  its  face  the  sum 
of  Icii  (loll.'irs  ]}or  week,  as  earned,  of  the  wages  or  salary  so  assigned  is 
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exempt  from  such  assignment  or  order.  No  such  assignment  or  order 
shall  be  valid  when  made  by  a  married  man  unless  the  written  consent 
of  his  wife  to  the  making  thereof  is  attached  thereto.  No  such  assignment 
or  order  shall  be  valid  for  a  period  exceeding  one  year  from  the  making 
thereof. 

Conclusion. 

State  supervision  of  the  business  of  making  small  loans  in 
Massachusetts  has  now  been  in  operation  two  years.  The  re- 
striction in  the  law  does  not  apply  to  the  making  of  a  small 
loan;  it  is  directed  against  the  business  of  making  small  loans. 
The  supervisor  by  the  law  is  given  the  power  to  fix  a  rate  of 
return  on  loans  which  is  to  apply  to  the  business  as  a  whole. 
Into  the  calculation  must  come  the  business  in  its  every-day 
aspect.  A  rate,  which  for  a  single  loan  with  no  expense  neces- 
sarily attendant  upon  it  might  be  declared  high,  would  be 
much  too  low  for  a  loan  which  must  bear  its  portion  of  the  ex- 
pense incident  to  the  maintenance  of  a  place  of  business  for  the 
making  of  loans.  Certain  expenses  are  essential;  the  business 
may  be  good,  bad  or  indifferent,  but  rent,  wages  and  the  many, 
other  items  must  be  paid.  Even  if  it  was  a  fair  deduction  that 
all  of  the  capital  of  the  office  could  be  placed  on  an  interest- 
bearing  basis  all  of  the  year,  the  problem  would  be  simplified. 
Fixing  a  rate  of  interest  with  due  regard  to  the  security  of 
the  principal,  and  placing  the  business  on  a  reputable  com- 
mercial, competitive  basis,  demand  deliberation  which  must 
take  cognizance  of  all  the  conditions  that  are  a  part  of  and 
inseparable  from  the  business.  The  report  this  year  is  the 
first  that  could  contain  the  figures  representing  the  business 
under  supervision  for  one  complete  year,  because  a  portion  of 
the  business  resisted  license  until  the  amended  law  of  last  year 
forced  them  into  line.  For  the  first  time  there  is  a  fairly  firm 
foundation  on  which  those  may  stand  who  perhaps  hold  differ- 
ing opinions  on  the  question  of  what  is  an  equitable  price  that 
a  borrower  should  pay  for  a  small  loan.  The  viewpoint  should 
be  from  the  business  itself,  not  from  any  one  or  more  small 
loans. 

The  system  herein  outlined  has  been  developed  as  an  incident 
to  supervision  by  the  supervisor,  when  he  discovered  that  the 
statistics  requisite  as  a  basis  for  judgment  were  not  in  existence 
in  any  State  in  the  Union.     Massachusetts  is  the  first  to  have 
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these  figures  disclosed  from  the  inside  of  the  business  as  it 
actually  exists  within  its  borders;  the  law  did  not  demand 
these  figures,  but  the  supervisor  could  not  to  his  own  satis- 
faction perform  the  duties  mandatory  upon  him  without  them. 
The  borrower  is  willing  to  pay  a  fair  market  price  for  any 
accommodation  he  may  desire;  the  lender  asks  that  he  may 
have  the  same  fair  price  for  service  which  any  reputable 
business  must  obtain  to  enable  it  to  exist.  Impartial  super- 
vision will  establish  that  price. 

I  again  invite  and  welcome  the  suggestions  and  co-operation 
of  all  those  who  are  interested  in  this  great  social  work  which 
is  demanding  and  receiving  attention  in  every  State  in  the 
Union.  When  deliberation  accompanies  or  takes  the  place  of 
denunciation,  progress  has  commenced. 

I  again  especially  invite  the  members  of  the  Legislature  to 
inspect  the  office,  its  system  and  the  record  of  what  it  has 
already  accomplished. 

E.  GERRY  BROWN, 
Supervisor  of  Loan  Agencies. 


1914. 
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REPORT. 


Office  of  the  Supervisor  of  Loan  Agencies, 
6  Park  Street,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
727,  Acts  of  1911,  I  have  the  honor  to  submit  this,  my  fourth 
report. 

The  Office  as  a  Tax  Earner. 

This  office  has  received  and  paid  over  to  the  treasury  from 
its  opening  up  to  the  close  of  the  fiscal  year,  Nov.  30,  1914, 
$44,500.  For  the  same  period  the  total  expense  of  the  office  is 
$26,968.81,  yielding  to  the  Commonwealth  to  be  applied  to  its 
other  expenses  $17,531.19. 

The  treasury  has  received  $17,531.19  more  than  it  has  been 
called  upon  to  pay  out  for  the  expense  of  maintaining  the 
office. 

Each  year  the  office  has  lived  within  its  appropriation  and 
earned  more  than  its  appropriation;  this  year  the  appropriation 
was  $10,750;  it  collected  and  paid  in  to  the  treasury  for  license 
fees  $13,100;  its  expense  for  this  year  was  $9,849.51. 

Offices  under  Supervision. 
The  following  offices  are  chartered  by  special  acts  of  the 
Legislature  and  are  exempt  from  paying  a  license  fee:  Collateral 
Loan  Company  of  Boston,  Workingmen's  Loan  Association  of 
Boston,  Worcester  Collateral  Loan  Association  and  Chattel 
Loan  Company  of  Boston. 
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Seventeen  places  surrendered  their  licenses  diirino;  the  year, 
or  at  the  end  of  the  year,  finding  the  business  unprofitable 
under  the  rates  established. 

One  hundred  and  twent>-seven  licenses  were  recorded  as 
issued  at  the  date  of  the  last  report.  Three  licenses  came  in 
during  the  year,  making  a  total  of  one  hundred  and  thirty 
offices  licensed  for  the  year  ending  Sept.  30.  1914. 

One  hundred  and  nineteen  lic-enses  have  been  issued  to  date 
for  the  year  ending  Sept.  80,  1915.  The  list  appears  at  the 
end  of  this  report. 

Capital  represexted. 

At  the  end  of  the  license  year  the  returns  of  one  hundred  and 
twelve  places  under  supervision  were  used  in  the  tabulations 
published  in  this  report. 

Sixteen  offices  loan  only  on  security,  —  a  gain  of  two  over  the 
number  reported  last  year.  Thirty-seven  offices  make  loans 
either  with  or  without  security,  —  a  loss  of  eleven  during  tiie 
year.  Fifty-nine  offices  make  loans  without  security  ,  —  a  gain 
of  fourteen  durino'  the  \car. 


101; 


PUBLIC  DOCUMENT  — No.  95. 


Tabulations  of  O^ffircs  by  Capital. 


Classes  bv  Capital. 


$5,000  and 
tJnder. 


Number  of  offices,     ..... 

In  Boston, 

Outside  of  Boston, 

Loans  outstanding  Sept.  30,  1914, 

Average  of  each  office, 

Average  of  loans  outstanding,   .        .        .        . 

Total  assets 

Average  of  each  office,       .        .        .        .        . 

Amount  of  loans  made  for  year. 

Number  of  loans  made  for  year. 

Average  size  of  each  loan,  .        .        .        . 

Average  income  from  each  loan. 
Average  cost  of  each  loan,  .         .         . 

Total  income,     .        .        .        .        . 

Total  expenses,  ....... 

In  favor  of  income 

Suspended  accounts,  not  included  in  expenses, 
Expenses  itemized:  — 

Rent  for  year, 

Salaries  for  year, 

Wages  for  year, 

Advertising  for  year 

Loans  charged  off 

Remainder  in  other  items 

Number  of  salaried  persons,      .... 
Average  number  of  wage  earners, 

Average  salary  per  week, 

Average  wage  per  week 

Average  of  each  office,  rent  per  year. 
Average  of  each  office,  advertising  per  year,     . 


40 
16 

24 

$187,812  40 

$4,695  31 

$143,398  04 

$217,801  06 

$5,445  02 

$719,001  42 

45,769 

$15  70 

$2  15 
1  45 


$6,000  to 
$16,000. 


$0  70 

$98,467  55 
66,465  42 


$32,002  13 
$14,871  21 

$7,613  98 

$25,219  62 

$12,369  00 

$4,382  21 

$11,649  92 

$5,230  69 

35 

19 

$13  85 

$10  04 

$190  35 

$109  55 


49 
33 

16 

$468,651  64 

$9,564  32 

$428,351  68 

$568,141  04 

$11,594  73 

$2,128,565  56 

115,879 

$18  36 

$2  45 
1  92 


$16,000  and 
Over. 


$0  33 

$283,876  53 
223,370  40 


$60,506  13 
$31,943  22 

$17,581  95 

$86,949  15 

$46,572  71 

$17,884  40 

$32,522  84 

$21,859  35 

60 

65 

$27  86 

$12  75 

$358  81 

$364  98 


23 
17 

6 

$726,655  64 

$31,593  72 

$646,326  02 

$823,214  77 

$35,791  94 

$2,271,414  93 

73,502 

$30  90 

$3  79 
2  45 


$1  34 

$278,504  23 
180,754  52 


$97,749  71 
$29,297  57 

$14,628  97 

$62,919  78 

$41,022  11 

$11,161  43 

$38,331  31 

$12,690  92 

28 

54 

$43  21 

$15  07 

$636  04 

$485  28 
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In  the  following  table  the  offices  are  classified  as  they  were 
in  the  last  report.  In  one  group,  "secured."  are  the  offices 
which  loan  only  on  security,  which  is  generally  furniture  or 
other  chattels;  the  second,  ''unsecured"  are  the  offices  which 
take  only  a  note  as  the  evidence  of  indebtedness  and  have  no 
security;  these  loans  are  generally  known  as  salary  loans, 
credits,  choses  in  action.  "Mixed"  offices  loan  both  with 
security  and  without  security.  No  assignment  is  valid  as 
security  unless  the  restrictions  framed  in  the  law  are  ob- 
served; these  include  the  signature  of  the  wife,  the  acceptance 
of  the  employer,  etc.  Any  paper  which  has  the  effect  of  an 
assignment  is  required  by  the  rules  to  be  limited  b>'  the  same 
restrictions. 

By  this  form  of  tabulation  a  basis  is  established  whereby  it 
may  be  determined  what  is  the  equitable  amount  of  return 
which  a  lender  should  receive  on  either  a  secured  or  an  un- 
secured loan.  In  the  former  class  it  also  established  a  basis  for 
comparison  between  the  offices  under  su])er\isi()ii  in  Massa- 
chusetts and  the  offices  assembled  under  what  is  called  the 
Remedial  Loan  Association  of  the  United  States,  and  which 
are  supposed  to  furnish  secured  loans  at  the  lowest  possible 
rate.  In  previous  years  this  association  has  published  its 
tabulations  soon  after  its  annual  meeting  in  June,  and  they 
have  demonstrated  the  truth  of  the  deductions  heretofore  de- 
veloped by  supervision  in  Massachusetts.  This  year  the 
association  had  not  ])iil)lishe(l  its  rci)ort  December  oO.  For 
this  reason  the  percentages  and  com])aris()ns  heretofore  pub- 
lished in  Massachusetts  reports  Innc  not  been  completed 
this  \-car. 
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Tahidations  of  Secured,  Unsecured  and  Mixed  Offices. 


Secured. 


Unsecured. 


Mixed. 


Number  of  offices,      ...... 

In  Boston,       ....... 

Outside  of  Boston,  .         .         .         .         . 

Loans  outstanding  Sept.  30,  1914, 

A^'erage  of  each  office,       ..... 

Average  of  loans  outstanding,   .... 

Total  assets,        ....... 

Average  of  each  office,        ..... 

Amount  of  loans  made  for  year, 
Number  of  loans  made  for  year. 
Average  size  of  loan,  .         .         .         .         . 

Total  income  for  year, 

Total  expenses  for  year,  .  .  .  .  . 
In  favor  of  income,    ...... 

Suspended  accounts,  not  included  in  expenses. 
Expenses  itemized:  — 

Rent  for  year,  ...... 

Salaries  for  year 

Wages  for  year,        ...... 

Advertising  for  year,       .         .         .         .         . 

Loans  charged  off, 

Remainder  in  other  items,  .  .  .  . 
Number  of  salaried  persons,  .  .  .  . 
Number  of  wage  earners,  .         .         .         . 

Average  salary  per  week,  .         .         .         .         . 

Average  wage  per  week, 

Average  of  each  office,  rent  per  year. 
Average  of  each  office,  advertising  per  year,     . 


16 
9 

7 

$399,947  06 

$24,996  69 

$324,464  34 

$445,058  62 

$27,816  16 

$647,270  74 

10,483 

S61  75 

$91,946  67 
62,852  70 


59 
42 
17 

$621,796  17 

$10,538  92 

$544,887  29 

$726,459  79 

$12,312  87 

$3,.327,.587  46 

188,019 

$17  69 

$408,078  24 
272,891  99 


37 
15 

22 

.$361,376  45 

$9,766  93 

$348,724  11 

$437,638  46 

$11,828  06 

$1,144,123  71 

36,648 

$31  22 

$160,823  40 
134,845  65 


$29,093  97 
$7,991  86 

$5,333  92 

$25,937  33 

$14,857  35 

$3,801  22 

$2,383  98 

$10,538  90 

17 

21 

$29  34 

$12  91 

$333  37 

$237  57 


$135,186  25 
$46,399  03 

$24,171  11 

$91,086  81 

$64,223  12 

$21,081  12 

$64,584  84 

$7,744  99 

60 

89 

$28  87 

$13  47 

$409  68 

$357  31 


$25,977  75 
$21,721  11 

$10,319  87 

$58,064  41 

$20,883  35 

$8,545  83 

$15,535  25 

$6,185  m 

46 

33 

$24  27 

$10  10 

$278  91 

$230  97 


In  the  secured  class  the  outstanding  loans  last  year  were 
$201,699.91;  this  year,  $399,947.06,  —  an  increase  of  $198,- 
247.15.     Increase  in  the  number  of  offices,  2. 

In  the  mixed  class  the  outstanding  loans  last  year  were 
$378,053.61;  this  year,  $361,376.45,  —  a  decrease  of  $16,677.16. 
Decrease  in  the  number  of  offices,  11. 
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In  the  unsecured  class  the  outstandinij  k)ans  last  year  were 
S384,o21.20;  this  year,  SG21,79().17,  —  an  increase  of  S237,- 
264.97.     Increase  in  number  of  offices,  14. 


Collateral  Loan  Company. 
As  the  annual  return  by  the  Auditor  has  not  been  received 
at  the  time  this  report  is  made,  these  figures  are  compiled  from 
other  returns. 


Loans  outstanding  Sept.  30,  1914, 
Assets,  .... 
Amount  of  loans  made. 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cosl  of  loan,  . 

Total  income,  • 
Total  expense, 

In  favor  of  income, 
Expenses  itemized:  — 

Rent, 

Salaries,     . 

Taxes, 

Dividends, 

Remainder  in  other  iiems, 
Number  of  salaried  persons, 
Average  salary  per  year,     . 


.  SI, 422,078 

55 

.  $1,601,924  60 

.  $2,961,454  54 

106,309 

$27 

85 

$1 

47 

$1 

24 

.  $156,359 

36 

132,508 

88 

.   $23,850 

48 

$6,221 

60 

$28,167 

^Sb 

.   $19,663 

95 

$66,600  00 

$11.S55  68 
1 .- 

81,S77 

84 

]\'()rl'ni(]iiirn\'f  Loan  Associaitoii. 
Tki.vi,  Balance  Oct.  31,  1914. 
Dchil  Balances. 


Ca.sli, 
Expense, 
Loans,    . 
Notes  reccival)Ie, 
Sl;itc  1;i\  i)rop;ii(l, 


$5,532  56 

1,461  45 

223,965  72 

0,SQO  00 

1,243  ()9 


$252. oo;;  IJ 
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Credit  Balances. 


Notes  pa.yable, 
Capital  stock. 
Fire  risk  fund, 
Guarantj^  fund, 
Interest, 
Interest  on  bank  balance, 
Undivided  profits, 
Profit  and  loss,     . 


Loans  made  during  3^ear, 
Number  of  loans. 
Average, 


$6,000  00 

125,000  00 

11,808  84 

102,162  55 

2,313  06 

9  55 

4,122  92 

586  50 

$252,003  42 

$199,482  04 
2,717 

$73  42 


Worcester  Collateral  Loan  Association. 

Balance  Sheet  Sept.  30,  1914. 

Assets. 

Cash  on  hand  and  in  banks, $7,771  83 

Mortgage  loans, .  64,322  65 

Pledge  loans,        . 13,360  94 

Loans  on  stock  of  Worcester  Collateral  Loan  Association,  .  6,600  00 

Foreclosure  account, 1,813  46 

Forfeited  pledges, 1,807  23 

Suspense  account, 191  95 

Office  furniture, 1,018  17 


Liabilities. 
Capital  stock  issued  (authorized  $75,000), 
Guaranty  fund,  . 
Auction  reserve  fund, 
Insurance  fund,  . 
Guaranty  fund  for  fire. 
Guaranty  fund  for  bad  debts, 
Reserve  for  State  tax, 
Undivided  profits, 


Loans  made  during  year, 
Number  of  loans, 
Average  size. 


$96,886  23 


$70,200  00 

11,000  00 

2,000  00 

.     4,000  00 

908  23 

53  07 

1,269  91 

7,455  02 

$96,886  23 

$73,290  57 
1,648 

$44  47 
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Chattel  Loan  Company 
Loans  outstanding  Sej^t.  30,  1913 
Assets,    .... 
Amount  of  loans  made, 
Number  of  loans  made. 
Average  size  of  loan,   . 
Average  income  of  loan, 
Average  cost  of  loan,  . 

Total  income, 
Total  expenses, 

In  favor  of  income, 
Expenses  itemized :  — 

Salaries, 

Taxes, 

Legal  expenses, 
Number  of  wage  earners. 
Average  per  week, 


S39.979  73 

S41,164  75 

811.665  00 

441 

S26  45 

$3  69 

S2  36 

Sl,b3U  06 

1,041  65 

S588  41 

S160  00 

SI, 230  00 

SL420  25 

1 

S3  08 

Total  Amounts  Jor  All  Classes,  includiiu/  Chartered  Companies. 

Chartered  companies, 4 

Number  of  other  offices  in  tabulations,    . 

In  Boston, 

Outside  of  Boston, 

Loans  out.standing  (total),  Sept.  30,  1914, 

Total  assets, 

Amount  of  loans  made  for  year, 
Number  of  loans  made  for  year, 

Income  avei'agcd  to  each  loan. 
Expense  averaged  to  each  loan, 


Total  iucuiiu;. 
Total  expense. 

In  favor  of  iiicoiiu', 
Susjieudcd  accounts  (total), 
lOxpcnscs  itemized:  -- 

Rent,  .... 

Salaries,     .... 

Wages,       .... 

Advertising, 

Kemainder  in  other  iteni.s, 


112 

69 

47 

$3,154,476 

70 

S3,567 

616 

19 

$8,364,871 

06 

iK^:. 

265 

$2 

51 

1 

87 

80 

64 

S870 

,326  49 

647 

,397 

28 

§222 

,929 

21 

.S7() 

112 

00 

§4s 

195 

10 

.1210 

716 

20 

§109 

761 

07 

.535 

148 

78 

$243 

270 

13 
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Numl:)or  of  salaried  persons, 
Average  number  of  wage  earners, 
Average  salary  per  week,   . 
Average  wage  per  week,     . 
Average  of  each  office,  rent  per  year, 
Average  of  each  office,  advertising  per  year. 


142 
154 

$28  54 

•113  71 

$321  70 

$305  64 


Suspended  iVccouNTs. 
Annual  Blank  No.  2  secures  a  report  of  all  loans  on  which  no 
payments  have  been  made  during  the  four  months  preceding 
Aug.  31,  1914.  All  the  particulars  of  each  loan  were  reported 
as  specified  below  in  loans  charged  oflf.  The  lenders  having 
these  accounts  may  regard  them  as  good  or  as  eventually  lost, 
but  there  is  at  least  a  question  mark  against  them  if  the  assets 
are  to  be  closely  scrutinized  for  the  purpose  of  making  some 
estimate  of  possible  depreciation  when  calculating  the  legal  rate 
of  return  which  the  supervisor  should  allow  to  the  lender  as 
provided  by  law.  The  total  amount  thus  reported  last  year 
was  $50,776.61.     This  year  it  is  $76,112. 

Loans  charged  off. 
Annual  Blank  No.  3,  issued  by  this  office,  secures  from  each 
lender  a  list  of  all  loans  that  have  been  charged  off  as  lost 
during  the  year  up  to  and  including  August  30.  These  loans 
are  reported  by  date,  the  loan  number,  the  name  and  address, 
the  amount  borrowed,  the  charges,  the  rate  of  interest,  the 
amount  paid  on  the  loan  and  the  amount  charged  off  as  a  loss. 
This  total  last  year,  as  show^n  in  the  tabulations  for  the  one 
hundred  and  seven  places  other  than  the  chartered  companies, 
was  $54,980.16;  this  year  the  tabulation  for  one  hundred  and 
twelve  offices  is  $82,504.07. 

Collection  by  Process. 
Whenever  a  legal  proceeding  of  any  nature  is  commenced  to 
make  a  collection  of  a  borrower  in  the  small  loan  business,  there 
must  be  returned  to  the  office  of  the  supervisor,  on  blanks 
furnished,  the  number  of  the  loan,  details  concerning  it,  what 
amount  remains  unpaid  and  to  whom  the  process  of  collection 
has  been  committed.     When  the  process  halts,  or  is  completed 
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in  any  way,  the  full  details  of  whatever  settlement  has  been 
made  are  returned  upon  a  second  paper;  thereby  the  supervisor 
gets  information  as  to  the  nature  of  the  security,  what  is 
realized  upon  it  and  in  'what  manner.  All  items  of  the  bills 
incurred  in  collectino;  are  sent  to  the  super\isor;  thus  the 
history  of  every  loan  under  supervision  is  in  the  office. 

There  were  1,183  loans  durinij  the  year  on  wliieh  h-iral  pro- 
ceedings were  commenced.  The  amount  of  money  involved  in 
these  1,183  loans  was  S41,o88.()8.  Of  these,  459  were  for 
amounts  of  SIO  or  under.  There  were  lo7  proceedings  started 
in  the  secured  offices,  an  average  of  10  to  each  office;  7t)2  were 
started  in  the  mixed  offices,  an  average  of  19  to  each  office; 
324  were  started  in  the  unsecured  offices,  an  average  of  (>  to 
each  office. 

Of  these  1,183  loans,  412  were  collected.  Of  these  412  loans, 
81  were  for  $10  or  under.  The  amount  of  money  involved  for 
the  412  loans  was  $18,478.41,  and  the  collection  costs  were 
$2,986.09.  The  a^■erage  cost  of  collecting  a  loan  \va>  ^7.'2'^. 
Last  year  it  was  $7.40. 

Legislation  ix  Other  States. 

A  number  of  States  have  amended  their  laws  in  rclatio)!  to 
small  loans  by  enacting  some  portions  of  the  ^hissachusetts 
law.  In  two  States  the  Supreme  Court  has  been  called  upou  to 
determine  the  constitutionality  of  those  laws. 

The  State  of  New  York  passed  a  law  that  was  asked  tor  by 
^Ir.  Ham  of  the  llussell  Sage  Foundation,  and  others.  This 
law  is  re])ressive  in  its  ]>ro\'isions.  and  the  gox'crning  rate  of 
iiit(Tcst  is  2  per  cent,  a  month.  The  paper  charge  is  stated  in 
exact  figures;  on  the  smaller  loans  it  is  $1,  making  the  rate 
for  a  loan  of  S.")  or  under  higher  than  the  rat(>  of  Massachusetts. 
The  (loNcrnor  lia>  not  appointed  tiic  supeiw  i-^or  calle(i  for,  but 
the  l')ank  < 'oinjiii^sioncr  has  exercised  the  autliorit.\.  Ilis  last 
letter  says  that  onl\  six  applications  were  niad<'  for  a  license, 
and  of  these,  only  three  were  granted.  Addresses  were  furnisiied 
of  these  three.  Tile  letter  adtlrcsscd  to  each  one  in  an  endeavor 
to  learn  of  the  pr.aetical  working  of  the  law  was  returned  with 
the  post-olljce  endorsement  of  "\  liable  lo  tiiid,"  and  it  eoiild 
not  be  disc()\'ered  whether  or  nol   anv  boi-rower  had  iouml  them. 
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A  2  per  cent,  per  jnontli  rate  in  the  sjnall  loan  bnsiness  as  it 
develops  in  the  ordinary  conrse  of  atl'airs  is  in  practicable;  if 
such  a  law  is  designed  for  the  purpose  of  eliminating  any 
reputable  business  and  perpetuating  business  that  is  done 
outside  of  the  law  to  the  damage  of  the  borrower,  —  in  other 
words  the  "loan  shark"  business,  — •  it  will  succeed  admirably. 

New  Jersey  enacted  a  3  per  cent,  a  month  law.  This 
followed  after  a  liberal  hearing  and  interchange  of  views  on 
the  subject  of  small  loans.  The  lenders  believed  it  to  be  a 
wise  move  to  become  licensed  under  that  law  and  to  submit 
their  returns  to  the  State  in  the  hope  that  the  results  would 
induce  the  incoming  Legislature  to  increase  the  rate.  The 
State  authorities  corresponded  with  Massachusetts  and  obtained 
the  blanks  now  in  use.  They  are  requiring  quarterly  returns 
only,  not  monthly  as  required  in  Massachusetts.  Particular 
attention  was  paid  to  the  offices  as  conducted,  and  frequent 
visits  made  to  ensure  the  reliability  of  the  returns.  Co- 
operation appears  to  have  been  the  rule.  Correspondence  with 
the  authorities  and  the  lenders  in  New  Jersey  has  been  kept 
up,  the  supervisor  having  the  idea  that  if  New  Jersey  was 
attempting  to  solve  the  problem  on  that  basis  then  Massa- 
chusetts could  have  the  benefit  of  her  experience.  The  whole 
subject  is  again  in  the  New  Jersey  Legislature  in  an  attempt  on 
the  part  of  the  lenders  to  secure  a  return  that  will  enable 
them  to  continue  in  business.  In  the  opinion  of  the  supervisor 
3  per  cent,  could  be  more  easily  made  profitable  in  New  Jersey, 
because  conditions  there  are  unlike  those  in  Massachusetts  con- 
cerning sums  of  money  outside  of  that  mentioned  as  the  limit 
for  supervision  under  the  small  loans  act.  Massachusetts  allows 
for  loans  outside  of  supervision  a  higher  rate  than  any  other 
State  in  the  LTnion.  This  condition  has  its  effect  upon  any 
attempt  to  fix  a  low  market  price  for  a  loan  that  approaches 
$300.  For  illustration:  the  return  allowed  to  a  lender  in 
Massachusetts  both  for  charges  and  interest  for  sums  between 
$200  and  $300  — ■  the  latter  being  the  limit  of  supervision  — •  is 
3  per  cent,  a  month;  above  $300  any  rate  agreed  upon  is  legal, 
subject  only  to  the  tender.  The  result  is  that  only  one-half 
of  1  per  cent,  of  the  loans  under  supervision  are  included  in 
this  range.     This  subject  was  presented  for  legislative  inquiry 
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last  year  without  developing  the  information  which  the  super- 
visor expected  to  obtain.  If  he  had  remained  in  office,  he 
would  have  renewed  the  effort,  because  it  has  a  direct  bearing 
upon  the  success  of  any  attempt  to  establish  a  value  by  decree 
that  is  less  than  a  value  in  a  free  market. 

Prosecutions. 

In  several  instances  where  complaint  was  made  that  business 
was  carried  on  without  a  license,  it  was  impossible  to  make  out 
a  case  either  because  the  complainant  had  received  satisfaction, 
or  because  the  requisite  amount  of  evidence  could  not  be 
obtained. 

Within  the  three  years  of  supervision  there  has  grown  up  an 
extensive  system  of  furnishing  credit  that  is  used  the  same  as 
cash  in  purchasing  jewelry  and  wearing  apparel.  The  results 
develop  all  of  the  evils  which  the  law  relating  to  small  loans  is 
intended  to  cover.  By  the  practice,  the  sum  actually  obtained 
is  only  a  portion  of  that  for  which  the  borrower  becomes  in- 
debted. A  large  porportion  are  women.  They  give  up  a  pro- 
portion of  the  credit  in  cash  and  then  receive  an  order  check 
for  the  amount  they  desire;  the  whole  amount  plus  the  charge 
is  then  included  in  the  evidence  of  indebtedness  for  which  an 
assignment  is  taken,  which  is  not  subject  to  the  limitations  of 
section  22  of  chapter  727,  Acts  of  1011.  A  warrant  was  asked 
for  in  the  lower  court  for  the  leading  house  in  this  business. 
Later  it  was  brought  to  the  attention  of  the  district  attorney 
of  Suffolk  County,  who,  after  a  full  examination  and  hearing 
the  party  by  counsel,  thought  that  the  case  was  a  \iolation  of 
the  law  relating  to  endorsement  and  guaranty.  It  was.  how- 
ever, agreed  ui)on  by  both  the  super\isor  and  the  district 
attorney  that  the  opinion  of  the  Attorni  y-(  Jeneral  should  bo 
obtained,  as  tlic  intriition  \\a>  to  brin^  the  subject  at  once  to 
the  Supreme  (Ourt  tor  an  interpretation  of  the  law.  The 
opinion  was  asked  in  .May,  and  a  brief  was  asked  for  froju  and 
furnished  by  the  office  of  the  supervisor.  No  formal  opinion 
was  gi\<ii,  Itnt  as  the  term  ot  the  supervisor  closed,  the  .Vt- 
torney-(Jenerar-  office,  through  .Vssistant  .Vttorney-Cieneral 
Hoar,  expres  ed  the  readiness  to  go  to  the  district  attorne\'  to 
suggest  an   indictment.      Tiie   b\isiness  is   very   large  in   volume 
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and  very  influential  in  its  resources.  There  mifjjlit  he  a  reason- 
able (luestion  if  the  Legislature  intended  to  control  it;  hut  the 
law  as  it  stands  seems  to  bear  this  inter])retation. 

Pawnbrokers. 

If  section  7  and  section  21  of  chapter  727  of  the  Acts  of 
1911  are  to  be  read  together  and  the  limitations  of  section  7 
made  to  apply  thereto,  the  supervisor  again  reports  that  he  has 
not  conformed  thereto.  That  a  flat  rate  of  3  per  cent,  a 
month  applied  to  pawn-broking  loans  of  $10  or  less  is  im- 
practicable should  be  self-evident.  This  matter  was  more 
fully  reported  in  pages  38,  39  and  40  of  the  report  of  1914. 
There  has  been  no  change  in  the  rate  there  reported.  The  city 
of  Taunton  neglected  to  adopt  the  rate  therein  made  and 
promulgated,  and  the  pawnbroker  in  that  city  was  without  a 
license.  The  matter  received  the  attention  of  this  office  and 
the  local  and  State  police. 

Loans  of  $10  and  L"^nder. 
A  large  proportion  of  loans  made  are  in  sums  of  $10  or 
under.  This  class  of  loans  bears  the  largest  rate  of  return 
allowed,  although  it  nets  the  lender  fully  50  per  cent,  less  than 
it  did  under  the  laws  that  were  in  force  and  which  legalized  such 
loans  previous  to  the  establishment  of  this  office.  The  first 
attempt  at  a  systematic  study  of  these  loans,  so  far  as  the 
supervisor  knows,  was  commenced  by  him  this  year.  An 
average  four  months  was  selected,  and  a  number  of  offices 
taken  that  made  loans  of  this  size  the  greater  portion  of  their 
business.  From  the  returns  of  loans  discharged  was  taken  the 
name  of  the  person  making  the  loan,  the  number  of  the  office 
where  the  loan  was  made,  the  amount  of  the  loan,  the  date 
made,  and  the  date  when  discharged.  This  work  involved  the 
handling  of  37,500  pieces  of  paper  representing  that  number  of 
loans  made.  These  pieces  of  paper  w^re  then  assembled 
alphabetically;  thus  each  name  and  all  of  the  loans  it  had 
made  were  brought  together.  When  this  had  been  accom- 
plished, on  each  name  was  placed  the  record  of  its  loans, 
whether  it  was  for  once  and  only  once,  or  for  once  and  then 
continued,  or  for  more  than  one  loan.     This  w-as  secured  by 
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using  (lirt'erent  colors,  — ■  white  for  oiil\"  one  loan,  yellow  for  one 
loan  continued,  and  other  colors  to  signify  the  number  of 
loans  made.  If  more  than  one  of  the  loans  had  been  made  in 
any  one  office,  the  corner  of  the  card  was  clipped.  The  re- 
sults obtained  are  valuable  for  study  in  many  directions,  but 
were  obtained  as  a  basis  for  judgment  as  to  what,  if  any, 
changes  should  be  made  in  supervision. 

The    deductions   from    the    SIO    loan    business   for    the    four 
months  they  were  under  surveillance  are  as  follows:  — • 

Number  of  loans  made, 37,500 

Amount S3 13,084  70 

Xumber  of  people  l^orrowing, 8,485 

Number  of  people  borrowing  in  one  office  and  all  cleared  up,  1 .681 

Number  of  people  borrowing  in  one  office  still  running,  .    .  4,219 

Number  of  people  borrowing  in  two  offices,  .                       .  1,208 

Number  of  people  borrowing  in  three  offices,                .        .  637 

Number  of  people  borrowing  in  four  offices,         .        .        .  326 

Number  of  people  borro^ving  in  Hve  offices,  ....  185 

Number  of  people  borrowing  in  six  or  more  offices,     .        .  229 

Number  of  loans  charged  off  entire  year,          ....  2.582 

Nmiiber  of  loans  among  suspended  accounts  whole  year,  1,301 

Number   who  made    partial   payments  under   the   tender 

allowed  by  the  rules, ^       .  1,223 

Number  who  completed  terms  of  tender, 404 

Number  still  paying  mider  tender, 296 

Number  wlio  faiUnl  to  keep  agreement  of  tender,     .        .        .  523 


Efficiency  of  Employees. 
A  factor  for  judgment  in  making  rates  is  the  efficienc\"  <>f  oju- 
ployees  in  jnaking  the  loans,  and  this  subject  was  brought  under 
f)bser\'ation.  WC  get  a  glimpse  of  the  reasons  why  the  Col- 
lateral Loan  ("oinpany  can  make  its  loans  at  its  low  rate. 
Large  N'olunu-  ol"  business,  security  of  principal,  efficiency  of  the 
system  under  which  loans  arc  made,  .ill  contribute  to  that  result. 
The  following  tabulation  i>  rcgardc(|  as  fairl>'  accurate: 


onus  per 
Wfi'k. 


riolliitorfil  I>onii  C'oinpnny  (ciioli  ciiiploype').    . 
WorkiiiKriitni'H  Lriuti  .Vsnociuliori  (i"iicli  emplo.voo'),  . 
\Vorc!c.><UT  C'ollalcriil  I-oim  C'oiiipuiiy  (eiich  oinployco'), 
.Sucurcd  oflicoM  iiM  11  cliutM  (oiicli  fiiiployoc'), 
lIn.'<criiro«l  offiooH  hm  u  c\tvi!^  (eiu'li  ciiipliiyi't''). 
Mixt'il  onicii.M  OH  It  cliiHM  ((Midi  otniiloyt'f'), 


$3.7tt«  74 
:)83  «2 
.J.W  3« 
327  SO 
42n  44 
278  SI 


'  The  word  omployoo  meanM  uny  ono  who  draws  n  salary  or  wage.    For  average  wage 

iiiil  Hjiliiry,  niitnlii'r  of  wiiRi-.i  uiul  HiilnrioH,  otc,  hoo  t^ihulatioiiH  of  compiiniivt  iind  rlns.'ies. 
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1\  ECOM  M  KNDATIONS. 

Ill  view  of  all  the  conditions  which  surround  the  supervisor 
when  he  commences  work  on  his  annual  report,  he  makes  the 
following  recommendations:  — 

The  office  of  Supervisor  of  Loan  Agencies  necessarily  was  the 
beginning  of  an  experiment  to  attempt  the  solution  of  a  pro})lem, 
which  did  then,  and  does  now,  interest  every  State.  It  was  the 
question  of  how  the  law  should  meet  and  treat  the  business 
which  is  best  known  as  the  business  of  making  small  loans; 
the  question  is  whether  the  law  should  be  repressive  to  the 
extent  of  eliminating  the  money  lenders,  or  whether  the  law 
should  be  liberal  to  the  extent  of  encouraging  the  lenders  to 
maintain  a  business  in  the  open,  with  such  liberal  rates  as 
should  afford  them  no  excuse  for  exacting  a  larger  rate  of 
return  than  is  allowed  under  the  law.  At  the  opening  there 
arose  the  question  which  required  perhaps  even  better  judgment 
than  the  supervisor  could  bring  forward  for  its  solution.  The 
supervisor  had  been  entrusted  with  the  duty;  the  State  of 
Massachusetts  had  placed  on  his  shoulders  a  superb  cloak  of 
authority  over  the  whole  situation.  Unusual  power  was  vested 
in  him.  The  supervisor  feels  that  no  man  could  have  a  greater 
sense  of  responsibility  resting  upon  him  than  the  thoughts 
wliich  have  been  with  him  night  and  day  since  he  has  assumed 
oflSce.  His  work  necessarily  must  be  experimental.  He  had 
had  no  experience  either  as  a  borrower  with  the  small  loan 
people  nor  as  a  lender  with  the  small  loan  people.  Un- 
questionably, his  first  duty  was  to  find  some  ground  upon  which 
his  feet  could  squarely  rest  while  he  proceeded  to  exercise  this 
unusual  power  over  the  fortunes  of  men  and  corporations 
which  were  then  engaged  in  the  business.  Millions  of  dollars 
were  involved.  The  business  was  then  in  existence.  It  was 
there  because  the  law  had  created  those  corporations  and  had 
sanctioned  those  persons  and  associations  in  building  up  that 
business  and  in  securing  for  that  business  the  enormous  profits 
which  were  possible  under  the  law.  The  law  and  the  practice 
then  permitted,  for  instance,  an  attorney's  fee  as  high  as  125, 
which  could  be  exacted  in  case  a  borrower  failed  to  pay  the 
insignificant  sum  of  .$10;    such  contracts  have    been  enforced 
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and  siicli  a  debt  lias  been  collected  more  than  once  throuffh  the 
small  debtors"  court.  So,  therefore,  the  supervisor  was  obliged 
to  act  and  act  at  once,  and  therefore  he  did  among  other  things 
two  specific  acts:  first,  he  assumed  what  rate  of  return  was 
absolutely  essential  if  any  business  of  making  small  loans  was 
to  be  maintained,  —  and  he  felt  that  the  business  should  be 
maintained,  for  otherwise  there  would  be  no  business  to  regu- 
late; that  the  very  title  of  the  act,  as  well  as  the  provisions 
under  it,  demonstrated  that  the  business  was  to  be  maintained 
and  the  business  was  to  be  regulated;  were  it  otherwise  the 
Legislature  could  have  enacted  a  usury  law,  and  thus  by  one 
act  have  either  driven  the  lenders  out  of  business  or  placed 
the  prosecuting  powers  in  a  position  to  punish  any  who  dared 
to  remain  in  the  business.  The  second  act  of  the  supervisor 
was  speedily,  that  is  to  say  January  22  following  his  appoint- 
ment of  December  20,  to  promulgate  a  system  which  he  in  the 
interim  had  built  up  of  his  own  initiative.  That  system  was 
established  u])on  the  percentage  basis.  It  was  designed  to 
bring  under  his  notice  the  entire  business  of  each  j)crson. 
association,  partnership  or  corporation  that  was  under  super- 
vision. Then  by  ascertaining  the  income  of  the  places  luider 
supervision  and  also  the  expense  of  the  places  under  super- 
vision, and  noting  the  difference  between  the  expenses  and 
income,  whether  it  was  one  of  profit  or  one  of  loss,  he  could  at 
the  end  of  such  jjeriod  as  he  felt  jiad  dcinonstratiMl  the  wisdom 
of  liis  action  establish  some  other  rate  of  return  or  some  other 
method  whereby  the  lender  could  secure  a  return  which  should 
properly  express  an  equitable  rehition  l)(>tw(HMi  Ixyrrower  and 
lender  wliich  the  act  sought  to  establish  through  the  power 
of  the  su])er\  isor.  The  tabulations  secured  from  these  figures 
have  been  j)ul)li^lie(l.  In  prexious  reports  they  ha\"e  i)een 
compared  with  other  stMii(lar(l>  which  had  received  more  or 
less  of  j)ul)lic  ai)pro\al,  to  see  how  tar  aiiv  ditrerence  between 
them  was  justified,  and  then  ;ii:ain  to  ui\e  ont  ^ucii  further 
rules  and  regulations  as  ni  ihc  induniciit  ol  tlx'  >u|)er\  isor  were 
iinperati\e  if  he  pcrl'ornicd  hi-  duts  ;is  he  was  oltliL;ate<l  to 
])erfoini  it.  lie  h;i-.  cnnscient  ionsi  \  pcrl'ornied  tlii-^  ser\  ice,  but 
like  ;ill  oihcr  men  hi^  judgment  i^  not  int'allii)h'.  lie  is  not 
ashamed  of  hi-  cH'ort^;  he  is  rathci'  |irond  of  them.  bnl.  ne\er- 
tlieless,  the  hni<'  lia^  come  when  the  <reating  |)ower  shonid  pass 
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judgment    upon     tliom.     Tljcrcforc    lie     makes    tlie    following 
recommendation :  — 

That  the  incoming  Legislature  shall  delegate  either  to  some 
general  committee  or  to  some  special  committee  to  be  ap- 
pointed the  power  to  investigate  the  doings  of  the  Supervisor 
of  Loan  Agencies  during  the  past  three  years;  to  inquire  into 
the  business  of  making  small  loans  through  such  lenders  and 
borrowers  as  may  wish  to  be  brought  before  it  or  as  the  com- 
mittee may  care  to  summon  to  appear  before  it;  to  hear  and 
determine  the  rate  of  return  which  is  allowed  to  the  business 
not  only  in  Massachusetts  but  in  other  States;  to  hear  and 
determine  what  are  the  conditions  prevailing  in  Massachusetts 
now  and  the  conditions  that  prevailed  in  Massachusetts 
previous  to  the  establishment  of  the  office  in  the  matter  of 
making  small  loans  so  far  as  those  loans  affect  either  borrower 
or  lender;  to  inquire  and  report  what  the  conditions  are  that 
prevail  to-day  in  other  States  in  this  particular;  to  inquire  and 
determine  w^hether  or  not  the  work  of  the  office  of  the  Super- 
visor of  Loan  Agencies  and  the  work  of  the  Supervisor  of  Loan 
Agencies  up  to  the  present  time  has  been  within  the  scope  of 
the  law  and  directed  to  the  end  to  which  tlif  letter  and  spirit 
of  the  law  sought  to  obtain;  to  inquire  and  determine  whether 
or  not  the  supervisor  has  exercised  any  power  in  the  matter  of 
establishing  expenses  or  interest  or  rules  and  regulations  which 
was  not  either  specifically  or  by  legal  inference  delegated  to  him 
by  the  act;  to  inquire  whether  or  not  the  supervisor  has 
exercised  all  the  wisdom  and  judgment  Avhich  could  reasonably 
have  been  expected  of  any  official  entrusted  with  such  powers; 
furthermore,  to  inquire  into  all  charges  that  have  been  made  or 
may  be  made  against  the  supervisor  either  before  them  or  in 
any  other  place  or  places  or  time  or  times,  and  whether  or  not 
the  duties  of  his  office  have  been  unnecessarily  and  unreasonably 
interfered  with  by  any  person  or  persons;  the  committee  to 
have  power  to  send  for  persons  and  papers;  to  examine  all 
persons  who  in  any  way  are  encumbered  within  the  letter  or 
spirit  of  this  recommendation;  to  report  the  result  of  its  doings, 
and  what,  if  any,  changes  are  now  needed  in  the  law  and 
amendments  creating  the  office  of  Supervisor  of  Loan  Agencies; 
whether  the  powers  of  the  supervisor,  either  mandatory  or 
discretionary,  should  be  increased  or  diminished;  the  committee 
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to  have  such  further  powers  and  to  perform  such  further  acts 
as  the  Legislature  may  think  proper  in  delegating  its  power. 

Resolve  to  PUOvmE  for  ax  Ixvestigatiok  of  the  Office  of  the 
Supervisor  of  Loax  Agexcies. 
Resolved,  That  a  committee  of  investigation  and  inquirj'  be  appointed 
to  consist  of  three  members  on  the  part  of  the  senate  and  seven  members 
on  the  part  of  the  house,  with  power  to  investigate  the  doings  of  the  super- 
visor of  loan  agencies  during  the  past  three  years;  to  inquire  into  the 
business  of  making  small  loans  through  such  lenders  and  borrowei-s  as 
may  wish  to  be  brought  before  it  or  as  the  committee  maj'^  care  to  summon 
to  appear  before  it;  to  hear  and  detennine  the  rate  of  return  which  is 
allowed  to  the  business  not  only  in  ^Massachusetts  but  in  other  states;  to 
hear  and  detennine  what  are  the  conditions  prevaihng  in  Massachusetts 
now  and  the  conditions  that  prevailed  in  Massachusetts  pre^-ious  to  the 
establishment  of  the  office  in  the  matter  of  making  small  loans  so  far  as 
those  loans  affect  either  borrower  or  lender;  to  inquire  and  report  what 
the  conditions  are  that  prevail  to-day  in  other  states  in  this  particvilar; 
to  inquire  and  determine  Avhether  or  not  the  work  of  the  office  of  super- 
visor of  loan  agencies  and  the  work  of  the  supervisor  of  loan  agencies  up 
to  the  present  time  has  been  within  the  scope  of  the  law  and  directed  to 
the  end  to  which  the  letter  and  the  spirit  of  the  law  sought  to  obtain;  to 
inquire  whether  or  not  the  supervisor  has  exercised  all  of  the  wisdom  and 
judgment  which  could  reasonably  have  been  expected  of  any  official  en- 
trusted with  such  powers;  furthermore,  to  inquire  into  all  charges  that 
have  been  made  or  may  be  made  a';ainst  tlie  supervisor  either  before  them 
or  in  any  other  place  or  places  or  time  or  times,  anil  whether  or  not  the 
duties  of  his  office  have  been  unnecessarilv  and  unreasonal^ly  interfered 
with  by  any  person  or  persons;  the  committee  to  have  jiower  to  send  for 
p.'Tsons  and  papers;  to  examine  all  pt^rson-^  wlio  in  any  way  arc  enciunbered 
within  the  law  or  spirit  of  this  resolve;  and  to  report  the  result  of 
its  doings  and  also  what  if  any  clianges  arc  now  iuhmIcmI  in  the  hiw  and 
amendments  creating  tlie  office  of  suixM-visor  of  lo;in  a'^cncirs;  wht'tlirr 
the  powers  of  the  supervisor,  eithci-  niandatniy  oi'  disci-('tion;ii\-.  should 
be  increased  or  diminished  and  whether  or  not  the  work  of  \\\v  olhcc  up 
to  the  present  time  has  l)('en  within  the  scope  of  the  law  and  directly  to 
the  end  that  the  letter  and  the  spirit  of  the  law  sou'j;hl  lo  (>l>t:iin:  the 
committee  to  have  sucli  fiuMhei-  powers  and  to  i);'rf(»i-in  snch  finthei-  acts 
as  the  legislature  may  think   |)roi)i'r  in  dele<j;;ii  in^  its  |)owci-. 

Ivcspcct  fully   >nl)Miit  ted. 

E.   (IKUin'    HKOWN. 

Skjii  rn'siir  of  Latin  .[(/(iirii's. 
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REPORT.- 


Office  of  the  Supervisor  op  Loan  Agencies, 
Room  277,  State  House,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
727  of  the  Acts  of  1911,  I  have  the  honor  to  submit  the  fifth 
report  of  this  department. 

When  I  assumed  the  duties  of  Supervisor  of  Loan  Agencies, 
Jan.  25,  1915,  I  found  that  the  department  had  been  in  charge 
of  George  C.  Neal,  Deputy  Chief  of  the  District  PoHce,  about 
three  weeks,  pending  the  appointment  of  a  supervisor  to  succeed 
Hon.  E.  Gerry  Brown,  whose  term  of  office  had  expired.  One 
of  the  earUer  problems  to  be  considered  was  based  upon  an 
opinion  given  by  Attorney-General  Thomas  J.  Boynton  in  re- 
sponse to  a  request  from  Deputy  Neal,  the  contents  of  which 
appear  in  the  reply  of  Attorney-General  Boynton,  as  fol- 
lows :  — 

Boston,  Jan.  18,  1915. 

George  C.  Neal,  Esq.,  Deputy  Chief  of  the  District  Police  and  Supervisor 
of  Loan  Agencies. 
Dear   Sir:  — You  have  requested  my   opinion  upon  the  following 
questions:  — 

1.  Under  the  Acts  of  1911,  chapter  727  and  amendments  thereto,  can  the 
Supervisor  of  Loan  Agencies  require  by  regulation  the  borrower  in  negotiating  a 
loan  of  less  than  $300  to  pay  any  expense  incurred  by  the  lender  connected  with 
the  making  of  such  loan? 

2.  If  such  expense  may  be  demanded  by  regulation  can  the  amount  of  such  ex- 
pense, together  with  the  interest  placed  on  the  loan,  exceed  the  sum  of  3  per  cent, 
a  month? 

The  authority  of  the  Supervisor  of  Loan  Agencies  in  regard  to  making 
regulations  is  contained  in  section  4  of  chapter  727  of  the  Acts  of  1911, 
which  provides  as  f oUows :  — 
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The  supervisor  shall,  from  time  to  time,  establish  regulations  respecting  the 
granting  of  licenses  and  the  business  carried  on  by  the  licensees,  and  by  loan  com- 
panies and  associations  established  by  special  charter.  He  shall  either  personally, 
or  by  such  assistants  as  he  maj^  designate,  at  least  once  a  year,  and  oftener  if  he 
deems  it  necessary,  investigate  the  affairs  of  such  licensees,  companies  and  asso- 
ciations and  for  that  purpose  shall  have  free  access  to  the  vaults,  books  and  papers 
thereof,  and  shall  ascertain  the  condition  of  the  business,  and  whether  it  has  been 
transacted  in  compliance  with  the  propulsions  of  law  and  the  regulations  made  here- 
under. The  supervisor  may,  if  he  deems  it  expedient,  cause  an  examination  of  the 
said  books  and  business  to  be  made  by  an  accountant  whom  he  may  select,  and  the 
cost  of  any  such  examination  shall  be  paid  by  the  person,  corporation  or  association 
whose  books  are  so  examined. 

His  authority  to  establish  rates  of  interest  rests  in  the  pro\asions  of 
section  7  of  the  same  chapter,  which  proA'ides  as  follows :  — 

The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and  in  fixing 
said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and  the  nature  of  the 
security  and  the  time  for  which  the  loan  is  made;  but  the  rate  shall,  in  no  case, 
exceed  three  per  cent  a  month;  and  no  licensee  or  company  or  association  to  which 
this  act  applies,  shall  charge  or  receive  upon  any  loan  a  greater  rate  of  interest  than 
that  fixed  by  the  supervisor. 

The  statute  does  not  in  terms  declare  that  any  expense  charge  shall  or 
may  be  made  by  the  lender  and  collected  from  the  borrower;  neither  does 
the  statute  in  terms  prohibit  such  a  charge. 

Statutes  of  the  character  of  the  one  under  consideration  are  framed  and 
enacted  with  relation  to  some  existing  business,  and  this  is  true  of  chapter 
727  of  the  Acts  of  1911.  It  is  a  matter  of  very  common  knowledge  that  for 
many  years  prior  to  the  passage  of  this  statute,  in  the  business  of  making 
small  loans  it  was  the  custom  of  indi\aduals  and  concerns  to  make  a  charge 
against  borrowers  to  cover  alleged  expenses,  and  this  statute,  wliile  it 
does  not  contain  express  provision  allo-nang  such  charges,  does  contain  pro- 
visions in  which  mention  is  made  of  expenses,  in  such  terms  as,  in  my 
opinion,  to  raise  a  fair  implication  that  it  was  the  intention  of  the  Legisla- 
ture to  leave  the  law  in  such  condition  that  actual  expenses  incurred  in 
making  small  loans  might  still  be  charged  to  and  collected  from  the  bor- 
rower. 

Section  3  of  this  statute,  as  amended,  contains  the  following  pro\n- 
sions:  — 

In  prosecutions  under  this  act,  the  amount  to  he  paid  upon  any  loan  of  three 
hundred  dollars  or  less  for  interest  or  expenses  .'^hali  inihidc  all  sinns  paid  or  to  be 
paid  by  or  on  behalf  of  the  borrower  for  interest,  hrokoraRo,  recording  fees,  com- 
misbion.s,  services,  extension  of  loan,  forbearance  (o  enforce  jjaynient,  and  all  other 
Bumfl  charged  against  or  paid  or  to  be  paid  by  the  borrower  for  making  or  securing 
or  directly  or  indirectly  relating  to  the  loan,  and  .shall  include  nil  such  sums  when 
paid  by  or  on  liehalf  of  or  charged  against,  the  Ijorrower  for  or  on  account  of  mak- 
ing or  securing  the  loan,  directly  or  indirectly,  to  or  by  any  person,  partnership, 
corporation  or  association  other  than  the  lender,  if  such  payment  or  charge  was 
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known  to  the  lender  at  the  time  of  making  the  loan,  or  might  have  been  ascer- 
tained by  reasonable  inquiry.  Any  person,  partnership,  corporation  or  association 
directly  or  indirectly  engaging  in  the  business  of  negotiating,  arranging,  aiding  or 
assisting  the  borrower  or  lender  in  procuring  or  making  loans  of  three  hundred 
dollars  or  less  for  which  the  amount  paid  or  to  be  paid  for  interest  and  expenses, 
including  all  amounts  paid  or  to  be  paid  to  any  other  party  therefor,  exceeds  in  the 
aggregate  an  amount  equivalent  to  twelve  per  cent  per  annum,  whether  such  loans 
are  actually  made  by  such  person,  partnership,  corporation  or  association,  or  by 
another  party  or  parties,  shall  be  deemed  to  be  engaged  in  the  business  of  malting 
small  loans  and  shall  be  subject  to  the  provisions  of  this  act. 

Section  10,  as  amended,  provides  as  follows:  — 

Any  person,  partnership,  corporation  or  association  violating  any  provision  of 
this  act  or  any  regulation  made  hereunder  or  any  rule  or  order  made  by  the  super- 
visor, shall  be  subject  to  a  fine  of  not  more  than  five  hundred  dollars,  and  the  license 
may  be  suspended  or  revoked  by  the  supervisor.  Any  loan  upon  which  a  greater 
rate  of  interest  or  expense  is  charged  or  received,  than  is  allowed  by  this  act  and  the 
regulations  made  hereunder,  may  be  declared  void  by  the  supreme  judicial  court 
or  the  superior  court  in  equity  upon  petition  by  the  person  to  whom  the  loan  was 
made. 

The  words  "interest"  and  "expenses"  as  they  occur  in  this  chapter 
are  evidently  not  intended  to  cover  one  and  the  same  thing.  The  word 
"interest"  is  defined  by  authorities  to  mean  the  sum  paid  for  the  use  of 
money,  and  as  used  in  this  chapter  means  nothing  else.  The  word  "ex- 
pense" is  defined  as  — 

A  laying  out  or  expending;  the  disbursing  of  money;  employment  and  consump- 
tion, as  of  time  or  labor  (Century  Dictionary) . 

As  used  in  this  statute  the  word  means  expense  of  this  kind  on  the  part 
of  the  lender  in  and  about  the  making  of  a  loan. 

In  construing  statutes  we  are  bound  by  the  rule  that  — 

Words  and  phrases  shall  be  construed  according  to  the  common  and  approved 
usage  of  the  language  (R.  L.,  c.  8,  §  4,  el.  3d). 

The  application  of  this  rule  to  the  construction  of  this  statute  makes  it 
apparent  that  the  two  words  "interest"  and  "expenses"  mean  two  differ- 
ent things.  "  Expenses,"  as  the  word  is  here  used,  means  actual  expense,  — 
expense  that  is  actually  and  necessarily  involved  in  the  transaction  of 
making  the  loan  and  is  incurred  and  charged  in  good  faith.  It  does  not 
mean  an  arbitrary  charge  to  be  made  whether  actual  expense  is  incurred 
or  not,  nor  can  this  term  be  lawfuUy  used  to  cover  a  charge  and  collection 
of  a  sum  that  is  beyond  the  actual  expense  inciurred,  or  to  cover  a  charge 
where  there  was  no  actual  expense.  Authority  to  make  regulations  does 
not  confer  authority  to  regulate  in  contravention  of  the  meaning  and 
intention  of  the  statute  itseff. 

If  by  your  first  question  you  intended  to  ask  whether  the  Supervisor 
of  Loan  Agencies  has  authority  to  impose  upon  the  borrower  of  a  sum 
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less  than  S300  the  pajTiient  of  a  sum  of  monej^  as  expense  in  making  the 
loan,  without  regard  to  the  question  whether  anj'  expense  has  been  in- 
curred by  the  lender,  it  is  my  opinion  that  the  supenisor  has  not  that 
authority.  It  is  my  opinion  that  under  the  authority  of  section  4  above 
quoted  the  supervisor  has  no  authority  to  require  that  any  sum  what- 
ever be  paid  by  the  borrower  as  a  charge  for  the  expense  of  making  the 
loan,  but  under  the  statute  the  supervisor  has  authority  to  regulate  charges 
made  by  the  lender  for  expenses.  He  has  authority  to  prevent  the  abuse 
of  the  opportunity  to  make  charges  of  that  kind,  and  as  it  is  not  possible 
for  the  supervisor  to  examine  the  details  and  circumstances  attendant 
upon  the  making  of  each  and  everj^  loan,  he  may  make  regulations,  not 
requiring  the  payment  of  a  stated  sum  as  expenses,  but  requiring  that 
only  actual  ex-penses  necessarily  incurred  in  the  making  of  the  loan  be 
charged  bj'  the  lender. 

In  response  to  your  second  question  I  have  to  say  that  in  cases  where 
only  expenses  actually  and  necessarily  incurred  in  making  the  loan  are 
charged  to  the  borrower,  even  though  the  expenses  together  with  interest 
on  the  loan  make  the  cost  to  the  borrower  more  than  3  per  cent,  a  month, 
the  transaction  is,  in  my  opinion,  lawful. 

Veiy  truly  3'ours, 

THO^L\S  J.  BOYXTOX, 

.4  ttorney-General. 

The  question  of  expense  has  ever  been  a  debatable  one  be- 
cause of  the  fact  that  reference  to  it  appears  three  times  in  the 
act  to  regulate  the  business  of  making  small  loans,  and  seems 
to  be  of  special  significance  where  it  is  used  in  section  3,  as 
f  ollow^s :  — 

No  person,  partnership,  corporation  or  association  within  the  com- 
monwealth shall  directly  or  indirectly  engage  in  the  business  of  making 
loans  of  three  hundred  dollars  or  less,  if  tlie  amount  to  be  paid  on  any 
such  loan,  for  interest  and  expenses,  exceeds  in  the  aggregate  an  amount 
equivalent  to  twelve  per  cent  per  annum  upon  tl\e  sum  loaned,  without 
first  obtaining  from  the  supervisor  of  loan  agencies  a  license  to  carry  on 
the  said  business  in  the  city  or  town  in  which  the  business  is  to  be  trans- 
acted. 

In  considering  tlie  (Icrmitioii  of  tlic  word  "expense"  there  was 
taken  into  consideration  that  sentence  referring  to  "employ- 
ment and  consumi)tion  as  of  time  or  labor."  and  it  seemed  as 
if  there  would  be  an  opj)ortuni(y  gi\(>ii  for  the  claim  that 
"employment  and  tl)(>  consumption  of  tinu*  or  labor"  was  a 
part  of  the  expense  of  making  and  secnring  i]\v  loan;    that  it 
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would  make  possible  an  opening  for  claims  of  expense  which 
might  not  be  justified  upon  investigation.  It  was  appreciated 
that  many  such  claims  might  be  made,  and  that  with  practically 
5,000  loan  transactions  per  week  it  would  be  an  utter  impos- 
sibility for  this  department  to  investigate  that  number  of 
transactions,  or  any  considerable  part  of  them,  and,  under 
these  circumstances,  it  was  considered  advisable  to  continue 
permitting  a  percentage  charge  for  making  and  securing  a 
loan  which  should  be  regarded  as  sufficient  for  meeting  the 
expense.  This  matter  was  taken  up  with  Mr.  Boynton,  who 
became  the  attorney  for  this  department,  and  his  opinion,  in 
view  of  the  particular  construction  which  might  be  placed 
upon  the  definition  of  the  word  "expense,"  was  that  until 
there  should  be  more  definite  knowledge  the  percentage  charge 
would  perhaps  be  the  better  course. 

Soon  after  giving  that  phase  of  the  money-lending  business 
consideration,  the  supervisor  went  before  the  Legislature  with 
recommendations  in  substance  the  same  as  those  which  were 
recommended  to  the  Legislature  this  year,  trusting  that  they 
could  be  carried  into  effect,  and  that  ultimately,  as  was  the 
purpose  of  at  least  one  of  the  recommendations,  there  could  be 
known  in  time  with  positiveness  just  what  rate  of  interest 
should  properly  be  charged  to  conduct  the  business  of  making 
small  loans,  and  having  so  determined,  the  question  of  "ex- 
pense" would  not  then  be  a  factor  in  the  study  of  the  business 
of  making  small  loans.  There  was  one  bill,  at  least,  intro- 
duced into  the  Legislature  of  1915  which  provided  for  the 
elimination  of  all  charges.  It  was  not  reported  upon  favorably 
by  the  Legislature,  which  did,  however,  pass  a  law  embodying 
the  recommendations  of  the  supervisor.  In  the  appropriation 
bill  there  was  a  clause  which  provided  that  all  expenditures  of 
the  department  must  be  approved  by  the  Governor  and  Coun- 
cil, and  their  approval  for  the  expenditure  of  money  for  the 
purpose  specified  in  the  act  was  asked,  but  the  finance  com- 
mittee of  the  Council  failed  to  agree  with  the  sentiment  of  the 
Legislature,  and  therefore  the  authority  given  by  the  Legis- 
lature could  not  be  carried  into  effect. 

During  a  part  of  the  time  the  supervisor's  office  was  in 
charge  of  Deputy  Neal,  he  was  busy  looking  up  alleged  over- 
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charges  by  certain  lenders  to  borrowers,  and  rendered  the 
opinion  that  under  the  Rules  and  Regulations  such  overcharges 
should  not  have  been  made,  and  that  they  should  be  rebated, 
which  opinion  was  given  newspaper  publicity,  with  the  result 
that  there  were  numerous  demands  for  rebates.  Investigation 
disclosed  that  while  the  printed  rules  declared  that  on  a  certain 
class  of  unsecured  loans  there  should  be  a  paper  charge  of  10 
per  cent,  imposed  upon  a  borrower  but  once  in  three  months, 
that  charge  had  been  permitted  once  a  month.  Research 
revealed  that  the  former  supervisor  had  given  verbal  permis- 
sion to  certain  lenders  in  Boston  that  they  might  make  that 
paper  charge  each  month,  with  the  understanding  that  if  a 
borrower  discovered  that  it  was  not  in  accordance  with  the 
printed  Rules  and  Regulations,  and  expressed  dissatisfaction 
with  the  proceeding,  the  overcharge  was  to  be  refunded. 

To  such  an  extent  were  there  demands  for  refunds  that 
certain  lenders  declared  to  Mr.  Neal  and  to  the  supervisor 
that  if  they  were  compelled  to  reimburse  borrowers  for  all  of 
the  alleged  overcharges  they  would  be  forced  into  bankruptcy. 
This  state  of  affairs  was  very  much  in  evidence  when  I  assumed 
the  duties  of  the  office,  and  for  a  short  time  complaints  of 
overcharges  were  heard  and  sustained,  and  the  money  collected 
in  violation  of  the  Rules  and  Regulations  returned  to  certain 
borrowers.  Finally  the  demand  for  reimbursement  became  so 
great  that  the  lenders  decided  that  they  would  make  no  more 
reimbursements,  preferring  to  have  the  question  as  to  whether 
they  had  been  acting  within  their  rights  settled  by  the  court. 
Their  contention  was  that  while  verbal  permission  was  given 
by  the  then  supervisor  to  impose  the  paper  charge  each  month, 
the  latter  was  clearly  within  his  rights  in  so  doing,  because 
the  statute  creating  the  office  of  Supervisor  of  Loan  Agencies 
states  that  the  super\'isor  shall  from  time  to  time  make  certain 
rules  and  regulations,  and  there  is  no  statutory  provision 
saying  how  the  new  rule  shall  be  promulgated.  Another  con- 
tention upon  the  part  of  the  lenders  upon  wlioiu  demands 
were  made  for  restitution  was  that  tiie  loans  wliich  they  had 
made,  111)011  whicli  tlicy  had  rcccixcd  a  paper  ciiarge  each 
month,  had  been  reported  in  <hic  form  to  this  office  in  accord- 
ance with  the  Rules  and  Regulations;    that  those  reports  had 
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been  accepted;  that  there  never  had  been  any  suggestion  of 
opposition  to  their  so  doing  after  giving  the  verbal  permis- 
sion, and  their  contention  was  that  they  had  done  nothing 
but  what  had  received  the  sanction  of  the  supervisor. 

This  new  phase  of  the  situation  was  explained  to  borrowers 
who  filed  their  complaints,  and  they  were  informed  that  in 
order  to  have  the  case  settled  definitely  it  would  have  to  be 
reviewed  by  the  court.  Upon  that  presentation  there  were  a 
number  who  were  insistent  that  it  was  the  duty  of  the  super- 
visor to  bring  suit  against  the  lenders  in  civil  action.  The 
supervisor  being  in  doubt  in  regard  to  what  action  he  should 
take  in  this  respect  wrote  the  Attorney-General,  and  received 
reply  thereto,  as  follows :  — 

Department  of  Supervisor  of  Loan  Agencies, 
6  Park  Street,  Boston,  March  16,  1915. 

Hon.  Henry  C.  Attwill,  Attorney-General,  State  House,  Boston. 

Dear  Sir:  —  Among  the  rules  and  regulations  relating  to  the  business 
of  making  small  loans,  issued  by  this  office,  is  the  following  regarding  un- 
secured loans :  — 

On  any  loan  where  no  security  is  given,  the  rate  shall  not  exceed  3  per  cent,  a 
month  on  sums  not  exceeding  $50;  on  sums  in  excess  of  $50  it  shall  not  exceed  2§ 
per  cent,  a  month.  Such  interest  shall  not  be  payable  in  advance.  The  rate  shall 
be  plainly  stated  in  the  note;  interest  shall  be  computed  by  the  month  and  only  on 
amounts  remaining  unpaid. 

For  the  expense  of  making  a  loan  a  lender  may  make  a  charge  of  not  exceeding 
10  per  cent,  of  the  amount  borrowed,  but  no  such  expense  charge  shall  exceed  $10. 
The  amount  of  this  charge  must  be  plainly  stated  in  the  note  and  be  added  to  the 
amount  of  the  loan  and  become  a  part  of  the  principal.  This  charge  shall  not  be 
imposed  upon  a  borrower  more  often  than  once  in  three  months. 

According  to  affidavits  of  certain  money  lenders,  said  affidavits  being 
in  the  possession  of  Deputy  Chief  Neal  of  the  District  Pohce,  there  was 
given  by  the  former  supervisor  to  the  lenders  a  verbal  privilege  of  making 
the  10  per  cent,  paper  charge  each  month,  with  the  understanding,  it  is 
affirmed,  that  if  a  borrower  learned  he  had  been  paying  the  paper  charge 
each  month,  contrary  to  the  printed  rule,  and  objected  thereto,  the  charges 
which  he  had  paid  in  excess  of  that  provided  for  in  said  rule  would  be  re- 
turned to  him. 

There  have  come  to  my  attention  many  instances  where  such  "dis- 
coveries" have  been  made  by  borrowers  who  have  demanded  of  the  lender 
with  whom  they  did  business  that  the  excess  be  returned  to  them.  Lenders 
affirm,  it  is  declared,  that  they  had  permission  of  the  supervisor  to  make 
that  charge;    that  their  weekly  returns  made  to  the  supervisor's  office 
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showed  that  the  making  of  such  a  charge  had  become  a  custom;  and  that, 
as  no  remonstrance  was  heard  from  the  supcr^•isor's  office,  they  regard 
the  negative  position  of  the  office  as  an  indorsement  of  the  custom  estab- 
hshed.  Several  of  the  lenders  positively  decline  to  make  restitution,  al- 
though it  is  admitted  that  under  the  verbal  agreement  with  the  former 
supervisor  overcharges  were  to  be  returned  when  a  demand  was  made. 

Do  the  duties  of  this  office  demand  that  the  super^isor  take  legal  action 
against  lenders  for  their  refusal  to  refund  under  the  conditions  stated  to 
secure  such  refund,  or  is  action  against  the  lender  to  be  taken  by  the  bor- 
rowers whose  demands  have  not  been  acceded  to  by  the  dealers  with  whom 
they  have  done  business? 

Yours  trulj', 

Frank  H.  Pope, 
Swpervisor  of  Loan  Agencies. 

Boston,  March  19,  1915. 
Hon.  FR.A.KK  H.  Pope,  Svpervisor  of  Loan  Agencies. 

Dear  Sir  :  —  I  beg  to  acknowledge  the  receipt  of  your  communica- 
tion of  the  16th  inst.  in  which  j^ou  submit  to  me  the  follo\\ing  rule  and 
regulation  ia  relation  to  the  business  of  making  small  loans :  — 

On  any  loan  where  no  security  is  given  the  rate  shall  not  exceed  3  per  cent,  a 
month  on  sums  not  exceeding  S50;  on  sums  in  excess  of  S50  it  shall  not  exceed  2} 
per  cent,  a  month.  Such  interest  shall  not  be  pajable  in  advance.  The  rate  shall 
be  plainly  stated  in  the  note;  interest  shall  be  computed  by  the  month  and  only 
on  amounts  remaining  unpaid. 

For  the  expense  of  making  a  loan  a  lender  may  make  a  charge  of  not  exceeding 
10  per  cent,  of  the  amount  borrowed,  but  no  such  expense  charge  shall  exceed  SIO. 
The  amount  of  this  charge  must  be  plainly  stated  in  the  note  and  be  added  to  the 
amount  of  the  loan  and  become  a  part  of  the  principal.  This  charge  shall  not  be 
imposed  upon  a  borrower  more  often  than  once  in  three  months. 

Your  communication  also  contained  a  statement  of  evidence  of  a  verbal 
privilege  being  extended  to  lenders  by  the  former  Supervisor  of  Loan 
Agencies  to  make  charges  in  addition  to  those  provided  by  the  written 
regulation  above  quoted,  and  a  general  custom  practiced  by  the  lenders 
of  making  charges  in  addition  to  that  prescribed  in  such  regulation,  with 
the  understanding  that  upon  complaints  being  made  by  any  borrower  of 
any  charge  in  excess  of  that  provided  by  tlie  regulation  the  lender  should 
refund  the  amount  of  such  excess.  You  ask  me  whether,  in  view  of  these 
circumstances,  in  my  opinion  (1)  the  duties  of  your  office  demand  tliat  the 
supervisor  take  legal  action  against  lenders,  for  their  refusal  to  refund  under 
the  conditions  stated,  to  secure  such  refund;  or  (2)  wlu-ther  action  against 
the  lender  is  to  be  taken  by  the  borrower's  whose  demaiuls  have  not  been 
acceded  to  by  tlic  dealers  with  whom  they  have  done  business. 

Chapter  727  of  the  Acts  of  1011,  as  amended  by  chapter  67r)  of  the 
Acts  of  1912,  and  chapter  347  of  the  Acts  of  1913,  is  the  act  applicable  to 
the  Supervisor  of  Loan  Agencies,  and  defines  therein  his  duties. 
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Section  2  of  said  chapter  727  provides  that  it  shall  be  the  duty  of  the 
District  Police,  and  of  the  poUce  of  the  cities  and  towns  of  the  Common- 
wealth, to  carry  out  the  directions  of  the  supervisor  in  enforcing  the  pro- 
visions of  the  act  and  any  regulations  made  thereunder  by  him.  Section 
4  of  sard  chapter  makes  provision  for  examination  by  the  supervisor  of 
the  business  conducted  by  the  licensees.  Section  5  provides  for  returns  to 
be  made  by  the  licensees  to  the  supervisor.  Section  6  authorizes  the  super- 
visor to  summon  licensees  and  others  as  witnesses  and  examine  them 
relative  to  their  transactions  and  to  the  condition  of  their  business.  Sec- 
tion 7  authorizes  the  supervisor  to  fix  the  rate  of  interest  on  loans.  Sec- 
tion 10  provides  a  penalty  for  the  violation  of  any  provision  of  the  act  or 
any  regulation  or  rule  or  order  made  thereunder  by  the  supervisor,  and 
authorizes  the  supervisor  to  suspend  or  revoke  the  hcense  of  the  licensee 
for  any  such  violation.  Section  11  authorizes  the  supervisor,  at  any  time 
after  a  hearing,  to  revoke  the  license.  Section  13  provides  that  the  super- 
visor may,  after  a  hearing,  order  amounts  collected  in  excess  of  his  rules 
and  regulations  to  be  refunded,  but  expressly  provides  that  the  filing  of  a 
complaint  and  the  decision  of  the  supervisor  shall  not  affect  the  rights  of 
the  complainant  by  action  of  contract  or  suit  in  equity  to  recover  back 
the  amount  of  the  unlawful  interest  or  expenses,  with  twice  the  legal 
costs,  if  such  action  or  suit  is  brought  within  two  years  after  the  time  of 
payment. 

These  sections  define  the  duties  of  the  supervisor  so  far  as  applicable 
to  the  questions  raised  in  your  letter,  and  set  forth  his  powers  to  enforce 
his  rules  and  regulations  and  to  institute  proceedings  for  the  pimishment 
of  the  violation  of  the  rules  and  regulations  and  the  provisions  of  law. 
None  of  these  provisions  are  mandatory,  but,  in  my  opinion,  are  merely 
directory  and  to  be  exercised  by  the  supervisor  in  his  discretion.  The 
supervisor  has  no  authority,  in  my  opinion,  under  the  provisions  of  the 
act  or  of  any  amendment  thereof,  to  institute  any  action  in  court  on 
behalf  of  the  borrowers  for  the  recovery  of  excess  charges.  His  powers 
in  relation  to  such  charges  seem  to  be  restricted  to,  first,  ordering  the 
lender  to  repay  the  excess  charged;  second,  the  revocation  of  the  license 
of  a  lender  for  failure  to  comply  with  his  order  or  for  a  violation  of  law 
or  a  rule  or  regulation  lawfully  established  by  him;  and  tliird,  the  institu- 
tion of  a  criminal  prosecution  for  violation  of  the  provisions  of  the  act  or 
any  regulation  made  thereunder  or  any  rule  or  order  made  by  him.  This 
answers  yom-  first  inquiry. 

In  answer  to  your  second  question,  in  my  opinion  it  is  obvious  that  upon 
the  failure  of  the  lender  to  comply  with  the  order  of  the  supervisor  to 
return  the  excess  charged,  the  only  persons  who  can  bring  civil  proceedings 
for  the  recovery  of  the  excess  charges  are  the  borrowers  themselves  or 
their  representatives. 

Very  truly  yours, 

Henry  C.  Attwill, 

A  ttorney-General . 
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The  reason  assigned  for  granting  verbal  permission  to  the 
lenders  to  impose  the  charge  more  frequently  than  was  stipu- 
lated by  the  Rules  and  Regulations  was  that  notes  given  for 
loans  made  are  for  a  month,  and  that  when  the  note  becomes 
due  the  lender  can  permit  renewal  or  not  as  he  sees  fit.  The 
contention  of  the  lenders  was  that  making  the  paper  charge 
once  in  three  months,  with  the  losses  entailed,  would  not  give 
them  sufficient  profit  to  make  the  business  of  money  lending  a 
paying  one.  There  was  given  them  the  right  to  decline  to  re- 
new a  note,  and  if  the  borrower  could  not  take  up  his  obliga- 
tion he  would  be  forced  to  go  to  another  lender  to  borrow  an 
amount  sufficient  to  take  up  his  note  with  the  first  lender. 
That  being  an  entirely  new  transaction  the  lender,  under  the 
Rules  and  Regulations,  would  be  entitled  to  the  paper  charge, 
and  by  this  method  of  procedure  the  borrower  would  be  forced 
to  pay  the  paper  charge  each  month,  and  thus  could  be  passed 
from  lender  to  lender.  It  was  to  obviate  this  possibility,  it 
was  declared,  that  verbal  permission  was  granted  to  collect 
the  paper  charge  as  stated. 

Soon  after  taking  charge  of  the  supervision  of  loan  agencies, 
in  order  that  there  might  be  no  misunderstanding,  I  caused 
notice  to  be  sent  to  each  lender  that  the  printed  Rules  and 
Regulations  were  to  be  enforced  absolutely,  to  which  there 
were  vigorous  objections,  on  the  ground  that  a  paper  charge 
once  in  three  months  was  not  sufficient  to  make  the  business 
of  money  lending  a  profitable  one.  Soon  afterward  it  was 
brought  to  my  attention  that  former  Supervisor  Brown  had 
prepared  new  Rules  and  Regulations,  the  copy  for  which  was 
in  the  hands  of  the  State  printer,  and  that  among  the  changes 
was  one  whereby  it  was  provided  that  on  a  loan  of  SI')  or  less, 
for  a  period  of  thirty  days,  when  unsecured,  a  fiat  charge  of  15 
per  cent,  could  be  made  for  the  loan  of  that  period;  that  the 
payments  of  said  loan  should  not  be  enforced  within  a  period 
of  six  weeks  from  the  date  of  borrowing;  and  that  the  borrower 
should  have  at  any  time  the  privilege  of  tender  of  returning 
the  same  in  weekly  ]ia>inents,  in  which  case  the  only  juhli- 
tioiial  cost,  to  llic  borrower  would  b(>  ',]  ])cv  rvui.  a,  month 
interest  on  balances  rcMuaiiiing  unpaid,  eoni])uted  on  b;ihinces 
remaining  unpaid  at  the  beginning  of  the  month. 
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This  rule  carried  into  effect  would  have  increased  the  paper 
charges  on  loans  from  $10  to  $15,  —  50  per  cent.  There  then 
arose  the  question,  what  reliable  information  is  there  to  show 
whether  there  should  be  an  increase  or  a  decrease  in  said 
charges?  With  the  idea  of  trying  to  get  reliable  data  to  deter- 
mine what,  if  any,  change  should  be  made  under  authority 
given  by  the  statute,  I  employed  certified  public  accountants 
to  investigate  the  books  of  certain  lenders,  with  far  from  satis- 
factory results,  as  stated  in  another  part  of  this  report. 

With  no  data  as  the  result  of  such  investigation  from  which 
to  deduce  what  the  paper  charge  should  be,  and  appreciating 
that  lenders  could  refuse  to  renew  notes  and  thus  compel  bor- 
rowers to  go  to  other  lenders,  how  to  meet  this  situation  was  a 
perplexing  problem.  It  was  believed  that  the  solution  would 
be  found  in  great  part  by  the  extension  of  the  installment 
method  of  paying  loans,  which  had  been  confined  by  rule  to 
the  $10  loans,  and  there  was  made  a  rule  that  on  unsecured 
loans  from  $10  to  and  including  $50  a  charge  of  10  per  cent, 
for  making  and  securing  the  loan  might  be  imposed  upon  a  bor- 
rower when  a  new  note  was  made^  —  said  note  to  be  made  for 
a  month,  —  but  giving  the  borrower  the  right  to  pay  his  loans 
on  weekly  installments  should  he  sO  desire,  also  the  oppor- 
tunity to  cease  paying  the  renewal  charges,  paying  interest 
under  the  new  rules  at  3  per  cent,  per  month,  to  be  computed 
on  monthly  balances.  That  the  borrower  might  know  his  rights 
in  the  matter  there  was  printed  the  rule,  the  rates  of  interest, 
the  charges  and  other  information  upon  "pink  slips,"  and 
each  lender  was  instructed  to  give  a  slip  to  each  borrower  that 
he  or  she  should  understand  the  means  which  had  been  pro- 
vided for  an  easy  retirement  of  the  obligation;  and  there  are 
to-day  thousands  of  loans  being  paid  on  installments  as  the 
result  of  the  new  opportunity  given. 

The  great  problem  which  has  confronted  me  since  assuming 
the  duties  of  Supervisor  of  Loan  Agencies  has  been  in  regard  to 
supervision  without  sufficient  power  and  proper  authority  to 
supervise  definitely.  The  leading  question  in  regard  to  the 
business  of  making  small  loans  is  relative  to  the  charges  and 
the  interest  therefor,  to  determine  which,  it  seems  to  me,  there 
never  has  been  sufficient  effort  made,  and  yet  to  reach  the  proper 
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answer  to  the  query  appears  to  be  a  very  simple  matter,  — 
merely  a  plain  business  method  to  determine  what  rates  should 
be  charged.  There  should  be  applied  the  same  principle  which 
is  in  vogue  in  any  large  business  concern,  whereby  it  determines 
the  dividend  rate  it  can  afford  to  pay  on  the  volume  of  the 
business  transacted. 

In  order  that  this  may  be  ascertained,  so  far  as  the  money 
lenders  are  concerned,  my  opinion  is  that  there  should  be 
established  by  the  supervisor  a  standardized  method  of  keeping 
the  books  of  the  licensed  money  lenders;  then  there  should  be 
an  accountant  connected  with  this  department  who  would  be 
in  close  touch  at  all  times  with  the  financial  transactions  of  the 
money  lenders,  and  by  this  simple  process  there  could  be  de- 
termined in  time  just  what  the  rates  ought  to  be.  Heretofore 
it  has  been  a  matter  of  speculation  and  guesswork. 

The  Bank  Commissioner  has  his  investigators  to  examine  the 
accounts  of  the  savings  banks,  the  trust  companies  and  the  co- 
operative banks,  and  that  same  oflScial  has  examiners  to  in- 
vestigate the  accounts  of  the  credit  unions,  which  are  voluntary 
associations  carried  on  for  remedial  work;  and  yet  what  was 
regarded  as  essential  in  keeping  in  close  touch  with  the  accounts 
of  the  savings  and  cooperative  banks  and  the  trust  companies 
and  with  the  credit  unions  was  not  regarded  as  necessary  rela- 
tive to  supervision  over  loan  agencies,  which  it  seems  to  me 
should  have  been  considered  almost  the  first  requisite. 

This  office  has  weekly  reports  of  every  loan  transaction  made 
in  Massachusetts,  which  are  regularly  received  and  regularly 
filed  away,  but  without  proper  classification  or  tabulation,  and 
without  proper  comparison  with  the  books  of  the  lenders, 
simply  because  there  has  not  been  appropriated  sufficient 
money  that  there  might  be  a  force  adequate  to  place  this  oflice 
on  a  businesslike  basis. 

One  great  difficulty  with  the  money-lending  business  has  been 
the  tliousands  of  persons  who  would  borrow,  as  the  result  of 
their  improvidence,  in  several  loan  offices;  and  there  arc  records 
at  tliis  office  which  show  that  scores  of  i)ersons  ha\o  borrowed  • 
in  from  six  to  twenty  ofliccs. 

Each  api)licant  for  a  loan  fills  out  an  ajjplication,  and  very 
many  state  that  they  are  not  indebted  to  any  other  lender,  and 
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yet  that  same  day  they  may  have  been  borrowers  in  half  a 
dozen  other  loan  agencies.  I  desire  to  equip  this  department 
so  that  the  record  of  those  loans  may  be  reduced  to  a  card 
system,  by  which  means  there  can  be  established  a  "clearing 
house."  With  the  records  of  loan  transactions  in  this  office 
properly  tabulated  and  reduced  to  such  a  system,  the  super- 
visor's office  would  then  become  a  "clearing  house,"  having  all 
the  information  necessary  relative  to  the  status  of  any  borrower. 
For  instance,  a  would-be  borrower  would  apply  to  a  money 
lender  for  a  loan,  and  if  the  lender  had  doubts  as  to  his  re- 
liability, or  desired  to  know  whether  such  possible  customer  was 
indebted  to  another  lender,  the  lender  could  call  upon  the 
supervisor's  office  for  information  regarding  it.  If  the  lender 
learned,  and  he  could  in  no  other  way  get  the  information,  that 
the  would-be  borrower  was  indebted  to  several  other  offices,  he 
would  know  that  to  make  such  a  person  another  loan  would  be 
a  hazardous  risk,  and  he  could  very  properly  refuse  to  place 
that  individual  on  his  list  of  customers. 

.  The  difficulty  very  largely  with  the  loan  business  has  been 
the  large  number  of  borrowers  who  would  become  indebted  to 
many  offices,  and  be  in  a  position  where  it  would  be  utterly 
impossible  for  them  to  meet  their  indebtedness.  The  "clearing 
house"  method  could  obviate  this  absolutely,  and  its  effectiveness 
in  this  respect  would  be  inestimable,  for  it  would  give  the 
lender,  because  of  the  information  he  received,  an  opportunity 
to  refuse  a  loan,  learning  that  the  would-be  borrower  was 
already  heavily  involved.  This  would  prevent  the  borrower 
from  plunging  further  into  debt,  would  directly  benefit  those 
dependent  upon  him,  and  would  indirectly  benefit  the  com- 
munity of  which  he  forms  a  part. 

The  "clearing  house"  would  be  of  untold  value  in  another 
respect.  A  dependent  of  a  borrower  has  no  way  of  learning 
whether  the  head  of  the  household  is  a  borrower,  but  such  a 
dependent  by  proving  his  right  to  "clearing  house"  information 
could  apply  for  it.  Now  there  is  no  way  by  which  such 
information  could  be  given  without  a  research  involving  many 
hours  of  labor  by  at  least  two  clerks,  whereas  such  information 
ought  to  be  filed  in  such  a  manner  that  it  could  be  given  almost 
immediately.     In  other  words,  there  should  be  in  vogue  in  the 


16  LOAN  AGENCIES.  [Jan. 

office  of  the  supervisor  a  card  index  system  similar  to  that  used 
in  the  Boston  police  department  in  connection  with  its  super- 
vision over  the  pawnbrokers,  wherebj'  information  is  imparted 
almost  as  quickly  as  there  is  expressed  a  desire  for  it.  Under 
the  "clearing  house"  system  if  there  was  suspicion  that  the 
family  breadwinner  was  a  borrower,  and  it  was  verified,  and 
it  was  desired  so  to  do,  the  supervisor  would  provide  blank 
notices  to  be  sent  to  the  lenders,  forbidding  them  to  loan  him 
any  more  money,  and  forbidding  him,  also,  to  be  accepted  as  an 
endorser,  and  for  such  a  length  of  time  as  the  objector  should 
desire. 

With  the  standardization  of  the  bookkeeping  methods,  with 
an  accountant  as  a  part  of  the  force  of  this  office,  and  with  the 
establishment  of  the  "clearing  house"  as  suggested,  there  would 
be  a  vast  improvement  in  the  methods  of  supervision.  It  would 
give  an  opportunity  to  reach  the  vital  points,  and  ultimately 
give  that  desired  information,  —  just  what  the  rate  of  interest 
should  be  for  the  conduct  of  this  class  of  business.  That  never 
can  be  ascertained,  in  my  opinion,  unless  there  is  applied  the 
proper  business  methods,  which  I  think  are  here  outlined. 

Several  weeks  ago,  with  the  view  of  trying  to  get  some  definite 
idea,  if  possible,  in  regard  to  what  rates  ought  to  be  paid  by 
borrowers,  I  had  the  offices  of  fifteen  licensed  money  lenders 
visited  by  certified  public  accountants,  who  were  unable  at  the 
close  of  their  investigation  to  give  me  any  data  which  I  re- 
garded as  sufficiently  reliable  upon  which  to  base  any  interest 
or  any  other  charge.  The  difficulty  was  that  books  were  not 
kept  systematically,  and  it  was  impossible  to  get  desired 
information,  which  would  not  be  the  case  if  the  bookkeeping 
methods  were  standardized  and  if  the  financial  business  of  the 
offices  was  in  closer  touch  with  the  supervisor's  office  by  the  aid 
of  an  accountant.  The  following  excerpts  from  reports  of  cer- 
tified public  accountants  tell  the  story  of  the  unreliability  of 
the  methods  of  bookkeejjing  in  many  of  the  ofliees  of  the  li- 
censed money  lenders,  which  is  due  to  lack  of  ])r()per  system. 
They  also  tell  the  story  of  the  inaccuracy  of  certain  reports 
made  to  the  office  of  the  supervisor.  Because  of  the  clement 
of  great  uncertainty  regarding  the  correctness  of  certain  re- 
ports, aiimi.'il  reports  were  not  ciilh-d  for  this  year,  all  of  wliich 
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would  seem  to  emphasize  strongly  the  recommendation  for 
authority  to  standardize  bookkeeping  methods  and  to  employ 
an  accountant. 

Extracts  from  Accountants'  Reports. 
The  accounting  system  is  primitive  in  its  simplicity.  There  is  no  gen- 
eral ledger,  nor  even  a  cash  book  in  the  ordinaiy  sense.  The  transactions 
of  each  day  are  wi'itten  on  the  proper  page  of  a  diary.  The  daily  totals 
are  tabulated  weekly,  and  weeldy  totals  into  monthly  totals.  The  loan 
items  are  shown  in  detail.  The  expense  items  appear  only  as  daily  totals 
without  details  of  any  sort.  The  balances  of  cash  and  loans  do  not  appear 
at  all  in  the  diary,  but  in  another  book  is  preserved  a  memoranda  of  these 
balances  on  the  first  of  each  month.  This  office  makes  a  comparatively 
small  number  of  rather  large  loans  to  a  somewhat  restricted  class  of  bor- 
rowers. After  paying  salaries  of  $2,400  the  office  shows  a  loss  for  the  year 
of  $310.18.    The  fees  constitute  about  three-fifths  of  the  gross  income. 

The  books  kept  at  this  office  are  cash  book  and  a  so-called  ledger  with  a 
card  file  for  the  account  of  individual  borrowers.  The  ledger  is  merely  a 
recapitulation  of  the  daily  totals  of  the  cash  book.  No  account  showing 
balances  of  loans  outstanding  appear  in  any  book,  and  no  record  of  losses 
is  kept.  Many  of  the  expenses,  including  all  wages  of  employees,  appear 
to  have  been  paid  out  of  the  pocket  of  the  lender,  and  are  not  on  record 
in  the  accounts  themselves,  therefore  cannot  be  said  to  give  full  informa- 
tion. They  give  the  material  for  the  cash  account  shown  on  the  last 
page  of  this  report  and  nothing  more.  AU  further  figures  were  obtained 
from  copies  of  the  monthly  report  to  your  office. 

On  comparing  these  reports  with  the  cash  account  obtained  from  the 
books  we  find  that  the  wages,  rent  and  other  expenses  are  all  greater  in 
the  reports  than  in  the  cash  accounts.  On  the  other  hand,  many  items  of 
receipts  which  are  credited  in  the  ledger  to  the  expense  account  do  not 
appear  at  aU  in  the  reports.  These  items  appear  to  be  largely,  though  not 
entirely,  additional  interest  on  overdue  payments,  the  custom  being  to 
credit  one  month's  interest  to  the  interest  account,  and  interest  for  addi- 
tional time  to  the  expense  account. 

In  our  annexed  profit  and  loss  account  of  receipts  and  payments  appear- 
ing in  either  the  ledger  or  cash  accounts  there  was,  of  course,  no  exempli- 
fication made  of  the  items  not  on  the  books,  and  for  some  of  the  items 
which  are  on  the  books  no  explanation  could  be  obtained  either  from 
the  books  themselves  or  from  the  lender  orally. 

It  seems  evident  that  little  reliance  can  be  placed  in  reports  to  your 
office  that  are  not  made  from,  and  in  accordance  with,  proper  books  of 
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account  in  the  place  of  business  of  the  hcensee.  However,  using  the  best 
information  obtainable,  we  have  prepared  the  attached  profit  and  loss 
account,  and  the  net  profit  shown  is  15  per  cent,  on  the  average  loans  out- 
standing, or  12%o  per  cent,  on  the  average  capital  invested,  no  allowance 
being  made  for  compensation  of  the  Hcensee. 

The  manager  and  proprietor  carrj'  on  other  biisiness  in  the  same  office. 
To  Oct.  3,  1914,  the  accoimts  were  carried  in  the  same  books,  but  since 
that  date  a  separate  cash  book  has  been  kept,  and  this  could  give  almost 
no  information  which  could  have  been  obtained  if  a  ledger  had  been  in 
use. 

In  the  absence  of  anj^  account  the  figures  in  this  report  of  cash  items 
are  taken  from  the  reports  to  j'our  office,  and  even  these  reports  are  in- 
complete in  many  particulars.  Using  the  best  information  available, 
the  attached  profit  and  loss  account,  cash  account  and  loans  account, 
with  averages  and  profits  given,  are  of  interest,  but  we  must  state  that  the 
accuracy  of  many  of  the  items  are  open  to  question  in  the  absence  of  proper 
audits.  "WTiile  we  did  not  attempt  an  audit  of  the  whole  year,  we  did  make 
a  careful  examination  of  the  cash  accoimt  for  a  single  month,  and  in  13 
pages  we  foimd  8  errors  of  various  kinds,  varjang  from  4  cents  to  S200, 
and  in  another  month  we  happened  upon  an  error  in  addition  of  S500. 
Of  course  the  reports  to  your  office  were  incorrect  by  reason  of  such  errors, 
although  no  doubt  made  in  good  faith. 

In  looking  over  this  set  of  books  we  found  that  apparently  they  had 
never  been  closed  since  the  books  were  opened.  "We  looked  back  over  a 
great  many  years  and  could  not  find  any  closing,  and  the  general  impres- 
sion of  the  clerks  of  the  office  is  that  the  records  were  continuous  from 
the  beginning  of  the  business.  About  Oct.  1,  1912,  the  accounts  of  two 
other  offices  were  merged  with  the  accounts  of  tins  office,  so  that  on  Aug. 
21,  1915,  the  record  would  be  a  history  of  these  three  offices  from  the 
time  the  books  were  started.  Owing  to  this  situation  the  figures  are  of 
special  interest,  and  we  have  incorporated  into  this  report  such  informa- 
tion as  we  believe  would  be  of  interest  to  the  department  in  the  matter 
at  hand. 

We  found  tliat  the  records  for  1913  were  vcrj'  incoinplcMe,  tlic  office 
not  being  able  to  supply  us  with  a  cash  book  for  that  period.  The  state- 
ment was  made  that  a  complete  record  for  1914  was  available,  and  we 
could  make  an  examination  for  that  year,  meaning  tlic  fiscal  year  be- 
ginning Oct.  ],  1913,  and  ending  Sept.  30,  1914.  We  were  presented  with 
a  cash  book  for  this  j)eriod.  We  were  informed  that  certain  amounts 
were  the  total  receipts  for  the  respective  weeks  covered  by  the  dates  en- 
tered.   As  tliis  record  was  devoid  of  details  we  asked  for  detailed  records. 
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and  we  were  informed  that  they  were  made  up  on  shps  of  paper  and  would 
be  produced.  After  due  search  on  the  part  of  the  office  management  we 
were  informed  that  the  detailed  records  were  not  available,  they  probably 
having  been  destroyed  as  they  considered  them  of  no  special  value.  It 
may  therefore  be  stated  that  this  office  is  not  in  possession  of  a  detailed 
record  of  day  to  day  cash  receipts  for  any  time  prior  to  July,  1914.  On 
this  last-named  date  there  was  installed  in  the  office  the  regular  authorized 
cash  book  of  the  department,  upon  which  is  being  recorded  the  date,  name 
of  the  individual  paying  the  money,  and  the  amount  of  money  received, 
but  the  office  is  not  keeping  the  further  information  called  for  of  the 
division  of  receipts  between  principal  and  income. 

The  report  to  the  supervisor  calls  for  an  analysis  of  receipts  as  between 
payments  on  principal,  payments  on  charges  and  payments  on  interest. 
An  analysis  of  this  form  is  made  on  the  report  sent  to  the  supervisor,  but 
said  analysis  as  made  upon  the  report  is  not  in  accordance  with  the  facts. 
From  the  foregoing  it  is  quite  apparent  that  the  office  is  not  in  possession 
of  a  detailed,  chronological  record  of  transactions. 

The  books  of  this  concern  are  kept  in  a  very  crude  way.  A  cash  book 
and  general  ledger  is  in  existence,  but  the  general  legder  is  almost  beyond 
recognition  as  such;  apparently  no  attempt  has  ever  been  made  to  obtain 
a  trial  balance. 

Because  of  the  inaccuracies  referred  to,  the  many  existing 
errors,  the  unbusinesslike  manner  in  which  books  of  many  of 
the  lenders  are  kept,  the  unreliability  of  reports,  all  the  direct 
result  of  lack  of  proper  methods  of  supervision,  impossible  be- 
cause of  lack  of  sufficient  office  force  to  do  the  work  properly, 
statistics  regarding  the  making  of  loans  other  than  those  made 
by  chartered  companies  are  not  submitted  because  they  are 
virtually  valueless  so  far  as  accurate  information  is  concerned. 

These  facts  would  seem  to  show  conclusively  the  necessity  of 
an  accountant  forming  a  part  of  the  clerical  force  of  this  depart- 
ment. 

In  regard  to  the  financial  status  of  this  department,  there  was 
expended  the  past  year  for  its  maintenance  $9,759.22.  There 
has  been  paid  into  the  treasury  of  the  Commonwealth  $12,600 
for  licenses  issued  from  Sept.  30,  1915,  to  Sept.  30,  1916,  and 
other  applications  are  to  be  passed  upon.  This  department 
since  its  organization  has  paid  into  the  State  treasury 
$21,270.97  more  than  its  expense  of  maintenance. 
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In  order  that  the  foregoing  suggestions  may  be  carried  to 
their  fulfillment,  I  recommend  the  employment  of  an  account- 
ant by  this  office  for  the  purpose  specified;  and  also  recom- 
mend that  there  be  an  addition  to  its  clerical  force  sufficient 
to  make  eft'ective  the  clearing  house  proposition,  to  which 
reference  has  been  made. 

Respectfully  submitted, 

FRANK  H.  POPE, 
Supervisor  of  Loan  Agencies. 
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ANNUAL  REPORTS  OF  CHARTERED 
COMPANIES. 


Workingmen's  Loan  Association. 

Loans  outstanding  Sept.  30,  1915, $235,241  39 

Assets, $262,163  13 

Amount  of  loans  made,      .       . $198,309  32 

Number  of  loans  made, 2,910 

Average  size  of  loan, $68  14 

Average  income  of  loan, $13  16 

Average  cost  of  loan, $10  79 

Total  income $38,300  57 

Total  expense 31,413  66 

In  favor  of  income, $6,886  91 

Expenses  itemized :  — 

Rent,         . .  $1,764  00 

Salaries, $4,991  59 

Wages, $7,311  40 

Taxes, $2,665  02 

Dividends, $7,500  00 

Remainder  in  other  items, $7,181  65 

Number  of  salaried  persons, .  2 

Average  salary  per  year,    . $2,495  79 

Number  of  wage  earners,  ....               ...  9 

Average  wage  per  year, $812  37 

Worcester  Collateral  Loan  Association. 

Loans  outstanding  Sept.  30,  1915, $103,794  20 

Assets, $112,229  86 

Amount  of  loans  made, $104,057  76 

Number  of  loans  made,      .        .        .        .        .        .        .        .  2,412 

Average  size  of  loan, .        .        .  $43  10 

Average  income  of  loan, .  $7  42 

Average  cost  of  loan, $7  27 

Total  income, ■.  $17,906  17 

Total  expense, .  17,537  76 

In  favor  of  income, $368  41 
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Expenses  itemized:  — 

Rent, S788  67 

Salaries, S2,400  00 

Wages, S3,2S4  00 

Taxes, .  S1..411  79 

Di\adends, S4,212  00 

Remainder  in  other  items, S5,441  30 

Ntmiber  of  salaried  persons, 1 

Average  salarj'  per  year, 82,400  00 

Nimiber  of  wage  earners, 3 

Average  wage  per  year, SI, 094  66 

Collateral  Loan  Compant. 

Loans  outstanding  Sept.  30,  1915, 81,387,135  88 

Assets, 81,590,967  13 

Amomit  of  loans  made, §2,871,916  37 

Number  of  loans  made, 112,324 

Average  size  of  loan, 825  56 

Average  income  of  loan, 81  45 

Average  cost  of  loan, 81  31 

Total  income, 8162,853  87 

Total  expense, 147,123  21 

In  favor  of  income, 815,730  66 

Expenses  itemized:  — 

Salaries, 824,794  41 

Taxes, 826,927  69 

Dividends, 872,000  00 

Remainder  in  other  items, 823,401  11 

Number  of  salaried  persons, 16 

Average  salary  per  year, $1,549  65 
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REPORT. 


Office  of  the  Supervisor  of  Loan  Agencies, 
Room  277,  State  House,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter  727 
of  the  Acts  of  1911,  I  have  the  honor  to  submit  the  sixth 
annual  report  of  this  department. 

There  was  a  time,  and  but  a  comparatively  short  while  ago, 
when  no  effort  whatever  was  made  to  regulate  the  making  of 
small  loans.  The  interest  rate  charged  became  so  great  it  was 
deemed  advisable  that  there  should  be  some  supervision,  and 
that  supervision  was  first  under  the  direction  of  the  authorities 
of  each  municipality. 

Just  before  the  office  of  Supervisor  of  Loan  Agencies  was  estab- 
lished the  interest  rates  were  2  per  cent,  a  month  on  $50  or  less, 
and  1|  per  cent,  on  more  than  S50,  but  there  were  charges,  fees 
and  fines  imposed  by  the  lenders  which  carried  the  amount  re- 
ceived for  a  loan  much  in  excess  of  what  has  been  received 
under  State  supervision.  Under  supervision  by  the  city  of  Boston 
there  was  a  charge  for  making  and  securing  of  the  loan  of  $2 
on  $25  or  less;  $3  for  making  and  securing  a  loan  from  $25  to 
$50;  $5  for  making  and  securing  a  loan  from  $50  to  $100;  and 
a  $10  charge  for  making  loans  of  amounts  of  more  than  $100. 
At  that  time  loans  were  presumed  to  be  renewed  once  a  month, 
although  some  ofiices  renewed  more  frequently,  the  interest  and 
charge  figuring  in  the  cost  of  each  renewal.  At  that  time  an 
attorney's  fee  was  allowed,  and  whenever  a  judgment  was 
rendered  there  was  always  included  such  a  fee,  the  maximum  of 
which  was  $25  and  the  minimum  $10,  and  these  figures  were 
allowed  on  a  $10  loan  as  well  as  on  a  larger  one.  The  same 
rates  were  charged  on  both  secured  and  unsecured  loans. 
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Under  that  arrangement  there  was  a  spHtting  of  notes,  so 
that  if  a  man  wanted  $30  it  would  be  split  into  three  loans,  a 
charge  of  S2  being  made  on  each  loan,  which  would  mean  a  S6 
charge  on  a  loan  of  S30,  which  was  just  double  what  the  rate 
appeared  to  be  as  established.  The  charge  and  interest  per 
month  on  $10  was  S2.18,  and  on  So,  S2.ll. 

Immediately  preceding  the  opening  of  this  office  the  charge 
on  a  $0  loan  was  450  per  cent,  per  year,  which  was  reduced  to 
180  per  cent,  under  State  supervision;  on  a  SIO  loan  it  was  240 
per  cent.,  under  supervision  reduced  to  180  per  cent.  On  loans 
above  SIO  they  were  likely  to  be  split,  so  that  it  carried  a  rate 
very  high  under  the  old  order  of  things.  Under  State  super- 
vision the  charge  on  loans  of  more  than  $10,  up  to  and  in- 
cluding S50,  was  10  per  cent.,  with  interest  at  3  per  cent,  per 
month.  It  was  long  recognized,  even  under  State  supervision, 
that  one  of  the  great  difficulties  of  the  money-lending  business 
was  the  continuous  renewal  of  notes,  which,  with  the  paper 
charges  which  were  permitted,  gave  a  handsome  profit  to  the 
lenders,  and  that  condition  became  one  of  the  principal  reasons 
for  adverse  criticism  regarding  the  manner  in  which  the  business 
was  conducted.  Under  the  present  administration  that  diffi- 
culty was  obviated  to  a  very  considerable  degree.  There  was 
introduced  a  rule  whereby  any  borrower  had  the  privilege, 
when  a  note  given  for  any  amount  between  SI  and  S50,  became 
due,  of  paying  that  on  the  installment  system,  and  if  satis- 
factory arrangement  for  such  payment  could  not  be  made  be- 
tween borrower  and  lender,  the  Supervisor  of  Loan  Agencies 
determined  what  the  installment  should  be. 

Under  that  installment  method  a  $10  loan  paid  in  weekly  in- 
stallments of  50  cents  each  week  amounted  to  3.9  per  cent, 
montlily,  and  there  was  ])ai(l  on  llu-  loan  in  si'vcmi  months 
S2.74.  A  $10  loan  paid  in  weekly  instaihnrnts  of  $1  amounted 
to  f).^  per  cent,  moiitlily,  and  there  was  $2.19  j^aid  in  four 
months  on  l!i;it  loan.  On  a  SL'O  loan  i)aid  in  $2  weekly  ])ay- 
ments  the  exjx'nse  amounted  to  ■!;,'  ])vr  cent,  monthly,  and 
there  was  $3.88  paid  in  four  juonths  on  that  note.  On  a  $20 
loan  paid  in  SI  weekly  ])nymcnts  the  expense  was  3^  ])er 
cent,  monthly,  on  \\lii«li  there  would  be  i)aid  $4.31  in  six 
months.      Such    expense   was  where    (he    borrower    .'leeepted  the 
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opportunity  to  pay  his  indebtedness  on  the  installment  plan, 
which,  as  will  be  seen,  was  a  very  marked  reduction  from  the 
order  of  things  existing  before  the  creation  of  the  office  of 
Supervisor  of  Loan  Agencies,  and  a  radical  reduction  from  the 
expense  to  a  borrower,  even  under  State  supervision,  before  the 
installment  system  as  outlined  was  introduced.  Had  the  in- 
stallment system  applied  to  every  loan  there  is  a  question 
whether  the  Legislature  of  1916  would  have  enacted  new  legis- 
lation affecting  the  money-lending  business,  but  as  there  were 
many  who  did  not  take  advantage  of  that  opportunity,  and 
were  unable  to  accumulate  an  amount  to  cancel  their  loan,  they 
were  subject  to  the  then  existing  paper  charge,  and  were  paying 
what  was  regarded  by  the  Legislature  as  an  exorbitant  and  un- 
reasonable rate. 

The  Legislature,  taking  that  view  of  the  situation,  amended 
section  7  of  chapter  727  of  the  Acts  of  1911  by  striking  out  said 
section  which  was  as  follows :  — • 

The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and 
in  fixing  said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and 
the  nature  of  the  security  and  the  time  for  which  the  loan  is  made;  but 
the  rate  shall,  in  no  case,  exceed  three  per  cent  a  month;  and  no  licensee 
or  company  or  association  to -which  this  act  applies,  shall  charge  or  receive 
upon  any  loan  a  greater  rate  of  interest  than  that  fiixed  by  the  supervisor. 

and  substituting  in  place  thereof  the  following:  — 

The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and 
in  fixing  said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and 
the  nature  of  the  security  and  the  time  for  which  the  loan  is  made;  but 
the  total  amount  to  be  paid  on  any  loan  for  interest  and  expenses  shall 
not  in  the  aggregate  exceed  an  amount  equivalent  to  three  per  cent  a 
month  on  the  amount  actually  received  by  the  borrower,  computed  on 
unpaid  balances;  and  no  licensee  or  company  or  association  to  which 
this  act  applies  shall  charge  or  receive  upon  any  loan  a  greater  rate  of 
interest  than  that  fixed  by  the  supervisor.  No  charge,  bonus,  fee,  ex- 
pense or  demand  of  any  nature  whatsoever,  except  as  above  provided, 
shall  be  made  upon  loans  to  which  this  act  relates. 

The  attention  of  the  Supervisor  was  first  given  to  that 
part  of  the  new  law  which  provided  that  "he  shall  establish  the 
rate  of  interest  to  be  collected,  and  in  fixing  said  rate  shall  have 
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due  regard  to  the  amount  of  the  loan  and  the  nature  of  the 
security  and  the  time  for  which  the  loan  is  made."  As  practi- 
cally all  loans  made  under  this  act  are  for  a  month,  there  was 
no  consideration  to  be  given  that  part  of  the  mandate,  but 
special  thought  had  to  be  given  "the  nature  of  the  security." 
As  the  lenders  doing  an  unsecured  business  declared  that  they 
could  not  possibly  do  business  profitably  at  3  per  cent.,  and  as 
the  secured  lenders  said  that  they  could  not  do  business  profit- 
ably without  3  per  cent.,  it  Avas  finally  decided  that  these  rates 
should  be  established:  — 

When  the  security  given  is  a  chattel  mortgage  the  rate  shall  be  3  per 
cent,  per  month. 

"\'\Tien  the  security  given  is  real  estate,  the  rate  shall  be  2  per  cent,  per 
month. 

On  unsecured  loans  the  rate  shall  be  3  per  cent,  per  month. 

Immediately  there  arose  the  question  whether  pawnbrokers 
were  to  be  included  in  the  new  law  establishing  the  rate  for 
loans.  The  reason  for  the  raising  of  the  question  by  this  de- 
partment was  that  in  the  act  creating  it,  in  section  21,  is  the 
following:  — 

The  boards  which  grant  licenses  to  pawnbrokers  shall  from  time  to 
time  establish  regulations  to  the  sati-sfaction  of  tlie  supervisor  of  loan 
agencies,  relative  to  the  business  carried  on,  and  the  rate  of  interest  to 
be  cliarged  by  them;  and  a  pawnbroker  shall  not  charge  or  receive  upon 
a,T\y  loan  a  greater  rate  of  interest  than  that  fixed  by  the  hcensing  board. 

On  May  9,  1913,  there  was  issued  by  this  department  the 
following  notice  as  the  r(>sult  of  several  conferences:  — 

To  the  Mayor  and  Aldermen  of  Any  City,  to  the  Board  of  Police  in  the  City 
of  Bofilon,  and  to  the  Selectmen  of  Any  Town  wherein,  in  the  Afore- 
mentioned Places,  Any  Persons  have  been,  or  are  to  be,  licensed  to 
carry  on  the  Jhtsincss  of  Pawnbrokers. 

The  8upcr\iHor  will  tluM-cforc  say  that  tho  following  rates  will  be  to 
the  "Hati.sfaction  of  the  Siii)orvisor,"  as  required  by  section  21,  chapter 
727,  Acts  of  1911. 

On  a  loan  of  .?1  or  loss,  .'»  coiils  for  the  first  week  and  2  cents  for  each 
week  after  the  fmst;  on  a  loan  of  over  .'51  to  and  including  S3,  4  i)er  cent. 
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for  the  first  week  and  2^  per  cent,  for  each  week  after  the  first;  on  a 
loan  of  over  $3,  to  and  including  $10,  3  per  cent,  for  the  first  week  and 
2  per  cent,  for  each  week  after  the  first;  on  a  loan  of  over  SIO,  to  and 
including  $25,  1  per  cent,  a  week;  on  a  loan  of  over  $25,  to  and  including 
$100,  3  per  cent,  a  month  and  each  fraction  thereof  at  the  same  rate; 
on  a  loan  of  over  $100,  2  per  cent,  a  month  and  each  fraction  thereof  at 
the  same  rate. 

The  rates  were  accepted  by  the  boards  in  the  various  towns 
and  cities  granting  licenses  to  pawnbrokers,  and  as  will  be  seen 
they  are  somewhat  in  excess  of  the  3  per  cent,  law  of  1916. 
When  the  matter  was  taken  up  with  the  Hon.  Leon  R.  Eyges, 
counsel  for  the  pawnbrokers,  he  filed  with  this  office  the  follow- 
ing brief  on  the  history  of  small  loan  legislation :  — 

(1)  Before  discussing  the  precise  question  involved,  it  is  necessary  to 
point  out  that  the  small  loans  act  of  1911  undertook  to  amend  the  par- 
ticular sections  of  the  Revised  Laws  of  the  Commonwealth  which  bore 
upon  loans  of  less  than  $1,000,  for  which  interest  at  the  rate  of  18  per 
cent,  was  permitted  to  be  charged,  and  section  24  of  chapter  727,  Acts  of 
1911,  expressly  repealed  those  sections  of  chapter  102  of  the  Revised 
Laws  which  affected  the  small  loan  business,  and  did  not  intend,  nor  did 
it  declare  in  express  or  unplied  language  any  repeal  or  modification  of 
the  statutes  then  in  force  affecting  pawnbrokers,  whose  authority  to  do 
business  is  governed  by  sections  33  to  50  of  chapter  102  of  the  Revised 
Laws  of  the  Commonwealth.  The  statute  affecting  pawnbrokers  sub- 
stantially has  been  unchanged  since  1855. 

(2)  It  is  suggested  that  the  act  (chapter  727)  therefore  has  sought  to 
govern  the  business  of  smaU  loans  conducted  by  persons  who  are  not 
pawnbrokers  as  such.  The  act  compelled  such  persons  to  obtain  a  Hcense 
from  the  Supervisor  of  Loans,  whereas  pawnbrokers  were  stiU  left  to 
obtain  their  licenses  from  the  Police  Commissioner  of  the  city  of  Boston. 
The  loaners  thereafter  became  subject  to  the  Supervisor  of  Loans  in 
every  possible  particular,  he  having  been  granted  the  power  to  examine 
their  books,  fees,  charges,  revoke  hcenses,  and  institute  proceedings,  and, 
under  section  7  of  said  chapter  727,  the  Supervisor  was  empowered  to 
establish  the  rate  of  interest  to  be  collected,  and  given  the  authority  to 
have  due  regard  to  the  amount  of  the  loan,  and  the  nature  of  the  security 
for  which  the  loan  was  to  be  made,  Hmiting  him  to  grant  no  rate  in  excess 
of  3  per  cent.  This  act  so  clearly  intended  to  affect  loaners  of  money 
who  were  not  pawnbrokers  that  the  words  "to  which  this  act  applies" 
appear  in  several  paragraphs  of  the  act.  These  words-  appear  in  sections 
7,  9,  10,  13,  14,  15,  16,  17,  18,  20  and  21.  Under  section  20  especially, 
the  Supervisor  was  authorized  to  exercise  all  the  powers  respecting  licensing 
and  control  of  persons  engaged  in  this  business  which  were  heretofore 
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exercised  by  either  the  Bank  Commissioner,  the  PoUce  Commissioner  or 
the  mayor  or  aldermen  of  the  various  cities  and  towns.  The  PoUce  Com- 
missioner had  the  authority  to  issue  hcenses  to  persons  doing  a  small 
loan  business  in  the  same  way  as  he  had  authority  to  issue  hcenses  to 
pawnbrokers.  Contending  as  I  do  tliat  the  small  loans  act  was  practically 
the  enlargement  or  modification  of  sections  51  to  55  of  chapter  102  of 
the  Revised  Laws  of  the  Commonwealth,  I  beg  to  point  out  with,  emphasis 
that  m  section  56  of  chapter  102  of  the  Revised  Laws  it  is  especially  pro- 
vided that  sections  51  to  55  should  not  apply  to  Ucensed  pawnbrokers. 
These  express  words  were  uiserted  for  the  purpose  of  having  the  PoUce 
Commissioner  retain  jurisdiction  over  the  pawnbrokers  as  such,  and 
under  specific  regulations,  and  to  keep  them  apart  from  the  lenders  of 
small  amounts  of  money  who  had  charged  large  rates  of  interest,  and 
who  took  various  other  forms  of  security  for  the  amoimts  loaned  than 
that  usually  taken  by  pa\\Tibrokers. 

(3)  It  is  also  especially  pointed  out  that  whereas  the  Legislature  gave 
the  Supervisor  great  power  to  make  regulations,  and  delegated  to  him, 
ahnost,  some  of  its  legislative  functions  relative  to  regulations  and  allow- 
ances of  interest,  obviously  based  upon  liis  discretion,  the  act  and  amend- 
ments did  not  give  liim  the  power,  either  expressly  or  by  implication,  to 
make  a  single  regulation  affecting  pawaibrokers,  so  that  to-day,  under 
sections  33  to  50,  the  pawnbrokers  are  under  the  supervision  of  the  PoUce 
CommLssioner,  who  issues  licenses,  who  examines  the  books  of  the  pawn- 
brokers, who  maintains  an  appropriate  watclifulness  over  the  business 
tliat  they  do,  and  in  effect  gives  vitaUty  by  his  executive  power  under  aU 
those  sections,  33  to  50,  in  criminal  process  when  the  same  becomes 
necessary.  The  PoUce  Commissioner  has  established  rates  of  interest 
which  are  fixed  and  certain,  and  wliich  had  been  in  force  for  a  long  time, 
notwitkstanding  that  the  cost  of  carrj^ing  on  business  by  pamibrokers 
had  substantially  increased  during  the  last  decade. 

(4)  No  complaint  had  been  made  to  the  Legislature  by  the  Police 
Commissioner  that  any  additional  legislation  was  necessary  to  more 
perfectly  enable  him  to  regulate  the  business  of  pawubrokei-s,  nor  had 
the  Police  Commissioner  prior  to  1913  found  any  reason  to  cliange  the 
rates  or  regulations  concerning  j^awnbrokers  wliich  had  been  in  force 
and  effect  for  a  great  many  years.  In  fact,  the  Police  Commissioner, 
now  again  reappointed,  has  frankly  recorded  him.><elf  in  terms  of  appro- 
l)ati(>ii  of  tlic  methods  and  ])(M-soniK'l  of  the  pawnbrokers  of  lioston,  au- 
thorizing sucli  favorable  comments  before  various  legislative  coniinittees, 
directly  or  indirectly.  It  was  realized  that  the  pawnbrokers  had  merited 
no  attack,  nor  did  the  public  in  any  substantial  sense  desire  any  regula- 
tions to  be  chang(!d  respecting  them.  The  evils  complained  of,  from 
which  the  small  lojins  act  arose,  were  conlinetl  unfortunately  to  a  chvss 
of  bunker  who  sought  ways  anil  means  continually  ti)  defeat  ihv  lilierality 
of  tlie  statutes  under  wliich  he  was  permitted  to  do  business,  by  charging 
more  excessive  rates  than  those  allowed  by  the  statute  in  devious  forms, 
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charges,  services,  etc.,  and  which,  justifiable  or  not,  wrought  the  public 
to  a  pitch  of  antagonism  resulting  in  the  passage  of  chapter  727,  Acts  of 
1911,  chapter  675,  Acts  of  1912,  chapter  347,  Acts  of  1913,  and  finally, 
chapter  224,  General  Acts  of  1916. 

(5)  On  the  other  hand,  no  instance  can  be  found  or  cited  concerning 
which  the  poUce  department  may  be  consulted  in  the  case  of  any  pawn- 
broker of  Boston  charging  a  penny  more  than  the  interest  allowed  by 
law,  and  neither  by  legislative  inquiry  nor  by  private  complaint  has  it 
ever  been  suggested  that  the  rates  of  interest  charged  by  pawnbrokers, 
and  fixed  by  the  Police  Commissioner,  were  unjust  or  excessive.  The 
present  Police  Commissioner,  who  has  held  office  for  a  great  many  years, 
and  whose  vigUance  and  wisdom  has  been  a  matter  of  uniform  apprecia- 
tion, has  never  seen  fit  to  change  or  modify  the  rates  of  interest  allowed 
pawnbrokers,  and  in  1913  the  previous  Supervisor  in  office,  by  an  aggressive 
policy  not  warranted  by  law  nor  justified  by  fact,  provoked  a  change  in 
the  rates  of  interest  fixed  by  the  Police  Commissioner,  causing  such 
change  to  be  made  in  violation  of  liis  duties  and  rights,  and  to  which 
the  pawnbroker  acquiesced  solely  on  the  ground  that  sometimes  it  is 
wiser  to  yield  a  right  than  to  earn  the  reputation  of  being  too  punctiHous. 

(6)  It  was  urged  that  section  41  of  chapter  102  of  the  Revised  Laws 
was  amended  by  section  21  of  chapter  727  of  the  Acts  of  1911  by  the 
insertion  of  the  words  "to  the  satisfaction  of  the  supervisor  of  loan 
agencies,"  so  that  the  act  read  as  follows:  "The  Board  which  grants 
hcenses  to  pawnbrokers  shall  from  time  to  time  estabhsh  regulations  to 
the  satisfaction  of  the  supervisor  of  loan  agencies,  relative  to  the  business 
carried  on  and  the  rate  of  interest  to  be  charged  by  them;  and  the  pawn- 
broker shall  not  charge  or  receive  upon  any  loan  a  greater  rate  of  interest 
than  that  fixed  by  the  licensing  board."  It  was  contended  then,  and 
now  urged  by  emphatic  reiteration,  that  the  words  "to  the  satisfaction 
of  the  supervisor  of  loan  agencies"  were  not  mandatory  words  in  effect; 
that  the  power  granted  the  PoUce  Commissioner  to  establish  regulations 
was  not  repealed  or  taken  away,  and  such  power  to  establish  regulations 
still  resides  in  the  hands  of  the  Police  Commissioner;  that  the  Police 
Commissionel"  still  has  the  right,  and  exercises  the  right,  to  fix  the  rate 
of  interest  to  be  charged  by  pawnbrokers,  and  that  the  pawnbrokers 
may  not  charge  any  more  than  allowed  by  the  Police  Commissioner; 
that  the  word  "satisfaction"  used  in  said  clause  is  merely  advisory,  merely 
suggestive;  inserted,  as  I  believe,  in  order  to  discourage,  or,  rather,  not 
encourage  the  Police  Commissioner  to  estabhsh  table  of  rates  to  pawn- 
brokers far  in  excess  of  the  rates  granted  to  small  lenders  who  are  not 
pawnbrokers,  and  calculated  not  to  raise  a  conflict  between  the  two 
departments  by  such  untoward  Uberality  on  the  part  of  the  Police  Com- 
missioner of  the  city  of  Boston.  The  Pohce  Commissioner  has  ever  been 
an  executive  whose  powers  were  confined  to  the  city  of  Boston.  The 
Supervisor  of  Loans  is  a  State  officer.  The  act  still  left  the  mayor  and 
boards  of  aldermen  and  selectmen  in  other  parts  of  the  Commonwealth 
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with  the  right  to  fix  a  rate  of  interest  for  pawnbrokers  far  below  the  rate 
allowed  by  chapter  727,  under  which  the  present  Super\-isor  acts.  It 
was  never  contemplated  that  when  a  city  or  to\Mi  allowed  a  rate  to  a 
pawnbroker  far  below  3  per  cent,  a  month,  including  charges,  the  Super- 
visor of  the  State  would  have  a  right  to  order  the  rate  raised  upon  com- 
plaint of  the  pawnbrokers  to  him.  His  answer  would  have  been  that  he 
had  no  jurisdiction  to  fix  rates  for  pa^\^l.b^okers,  and  that  his  duty,  if 
any,  was  to  be  satisfied  that  the  PoUce  Commissioner  or  the  boards  of 
aldermen  were  not  granting  such  grossly  large  rates  as  to  tend  to  defeat 
the  proper  execution  of  the  small  loans  act.  No  provision  is  made  by 
the  statute  as  to  how  the  Supervisor  could  compel  the  PoUce  Commis- 
sioner or  the  board  of  aldermen,  or  the  toA^Ti  selectmen  to  fix  rates  wliich 
should  be  to  liis  satisfaction  in  the  various  cities  and  towns  in  the  Com- 
monwealth; nor  is  power  expresslj'  or  impliedlj^  given  to  him  to  tell  the 
Police  Commissioner,  the  mayor,  the  aldermen  or  the  selectmen  what 
rates  would  be  satisfactory  to  him.  No  power  is  given  to  loim  to  nullify, 
because  the  paragraph  concludes  by  stating  that  no  pa^ATibroker  shall 
receive  a  greater  rate  of  interest  than  tliat  fi^xed  by  the  Licensing  Board. 
If  the  Supervisor  attempted  to  establish  a  table  of  rates  below  the  table 
of  rates  fixed  by  the  Police  Commissioner,  the  pa\Mibroker  would  not 
be  considered  to  have  violated  the  law  if  he  charged  a  rate  of  interest 
fixed  by  the  Police  Commissioner  if  the  rates  were  liigher  than  that  fixed 
by  the  Supervisor. 

(7)  It  is  easj'  to  see  that  if  the  Legislature  intended  the  Supervisor  of 
Loans  to  exercise  jurisdiction  over  the  paAMibrokcrs  much  more  apt 
language  would  have  been  used  than  the  language  cmplo3'ed  in  section 
21  of  chapter  727,  Acts  of  lOlL  It  would  have  been  very  easy  for  the 
Legislature  to  use  language  indicating  that  the  Supervisor  should  have 
the  right  and  duty  to  fix  rates  for  the  pawnbrokers;  that  the  pawnbroker 
should  obtain  licenses  from  him;  that  he  should  have  the  right  to  examine 
the  books  of  the  pawnbrokers,  and  in  one  sweeping  clause  could  have 
said  that  all  the  provisions  of  chapter  727,  Acts  of  1911,  should  expressly 
apply  to  pawnbrokers  of  the  Commonwealth.  It  did  notliing  of  the 
sort.  It  expressly  left  the  i)awnbrokers  under  the  jurisdiction  of  the 
Police  Commissioner  or  the  board  of  aldermen,  as  the  c:xsc  might  be, 
and  expressly  left  them  with  the  right  to  establish  regulations  in  every 
direction  of  their  business,  and  simjjly  suggested  that  the  rates  granted 
to  the  i)awiil)rokers  should  be  to  the  satisfaction  of  the  Supervisor. 

(8)  It  is  urged  that  in  view  of  the  naked  power  given  to  the  Sui>ervisor 
by  the  words  "to  the  satisfaction  of  the  supervisor,"'  halving  all  the 
other  statutes  unrepealed  and  in  forci;,  and  leaving  the  mayor,  aldernuMi 
and  Hclectmeii  to  grant  licenses  and  to  establish  rates  for  i)awnbroker.-;, 
those  words  mean  nothing,  anrl  carry  no  legal  force  with  them  whatso- 
ever, and  grants  to  th('  Supervisor  no  power  to  enforce  his  idea  of  .satis- 
faction. It  is  not  necessary,  nor  docs  it  follow,  that  a  conflict  of  jurisdic- 
tion would  ensnc  between  the  Polic(>  f 'ominissioner  and  the  Supervisor, 
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because,  considering  the  tendency  of  the  times,  neither  the  Pohce  Com- 
missioner nor  the  other  bodies  would  wilUngly  grant  a  right  to  charge 
greater  rates  of  interest  than  the  Supervisor  would  aUow  in  his  jurisdiction, 
nor  does  any  reason  appear  which  would  forbid  the  Supervisor  from 
being  satisfied  with  the  rates  established  by  the  Police  Commissioner, 
even  if  the  rates  were  in  excess  of  those  allowed  to  other  lenders  of  money. 
When  we  consider  that  the  pawnbrokers  as  such  were  not  contemplated 
by  the  statute,  nor  remotely  contemplated  by  the  last  act  passed  by  the 
Legislature  known  as  the  Rowley  bill,  the  last  basis  of  any  authority 
in  the  Supervisor  is  knocked  away.  The  Rowley  bill  especially  apphes 
to  chapter  727  of  the  Acts  of  1911,  and  it  provides  that  "no  licensee  or 
company  or  association  to  which  this  act  applies  shall  charge,  etc."  The 
Rowley  bill  apphes  only  to  those  who  came  under  the  actual  jurisdiction 
of  the  Supervisor  of  Loans  and  none  other.  The  Rowley  bill  further 
provides  that  no  rate  of  interest  shall  be  charged  or  received  upon  any 
loan  other  than  that  fixed  by  the  Supervisor,  but  the  Supervisor  by  this 
bin  is  not  given  the  right  to  fix  interest  for  the  pawnbrokers.  The  au- 
thority of  the  Pohce  Commissioner  or  the  various  boards  is  not  removed 
by  the  Rowley  bill.  It  is  only  fair  to  assume  that  if  the  Rowley  biU 
intended  to  affect  pawnbrokers,  much  more  direct  language  than  that 
used  would  have  been  used,  but  no  such  language  was  used,  nor  any 
inferences  drawn  from  the  language  can  by  the  remotest  suggestion  be 
appHed  to  pawnbrokers.  The  act  seeks  to  hmit  charges,  bonuses,  fees, 
expenses  and  demands  which  were  the  medium  by  which  extortion  was 
supposed  to  be  practiced,  but  the  pawnbroker  who  keeps  and  maintains 
a  place  of  business,  whose  stock  in  trade  is  taxed,  who  is  subject  to  all 
sorts  of  surveillance,  who  makes  loans  from  the  sum  of  10  cents  up  to 
S3  or  $4  to  a  class  of  people  who  could  never  obtain  reUef  anywhere  else 
in  the  world,  and  the  pawnbroker  who  takes  a  security  which  often  is 
worth  less  than  the  loan,  and  upon  failure  to  redeem  comes  to  his  hands 
and  remains,  there  for  years,  and  who  is  subject  to  lawsuit  for  the  con- 
version of  security  often  unlawfully  pawned  with  him,  and  who  has  to 
maintain  a  bookkeeping  department  not  altogether  commensurate  with 
the  returns  of  his  business,  is  hardly  the  person  sought  to  be  affected  by 
the  small  lenders  act.  It  is  confidently  asserted  that  the  pawnbroker 
can  better  stand  his  own  elimination  from  business  than  the  kind  of 
public  that  deals  with  him.  Limit  his  charges  to  the  hard  and  fast  rule 
suggested  in  the  act  of  1911,  and  he  cannot  five.  He  will  become  elimi- 
nated in  short  order,  and  at  once  the  pubhc  that  deals  with  him  will  be 
left  desolate  by  the  thousands,  who  wiU  be  unable  to  know  whether  to 
borrow  a  small  amount  of  10  cents  or  $2  for  the  continual  emergency 
which  presses  down  the  unfortunate  of  our  cities  who  cannot  borrow  from 
the  bank,  who  cannot  borrow  from  the  small  loans  lender,  so  called,  who 
cannot  borrow  from  friends,  and  who  are  confined  to  the  pawnbroker 
to  whom  they  offer  their  Httle  possessions  as  secm-ity  for  the  temporary 
loan,  and  pay  for  the  loan  a  small  amount  which  mathematically  may 
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mean  more  than  3  per  cent.,  but  wliich,  actually  considering  the  over- 
head expenses,  laughs  the  mathematical  table  thus  established  out  of 
court.  So  far  has  the  PoUce  Commissioner  recognized  this,  and  other 
boards,  that  no  attempt  has  been  made  to  modify  the  rates  heretofore 
enjoyed  by  pa\Mibrokers.  The  satisfaction  of  the  Police  Commissioner 
of  Boston  ought  to  be  the  satisfaction  of  the  Supervisor  of  Loans.  If  a 
case  should  be  presented  where  the  Supervisor  of  Loans  is  realh'  satisfied 
that  the  pa^^Tibrokers  of  Boston  enjoy  an  exclusivelj'  large  rate  of  interest, 
it  will  be  high  time  then  to  appeal  to  the  Legislature  to  amend  the  acts 
of  1911  so  as  to  give  liim  plain  and  plenary  jurisdiction  in  the  premises. 

The  Rowley  bill  sought  to  avoid  the  dubiety  caused  by  various  inter- 
pretations on  the  charges  question  in  the  Acts  of  1911  and  1913,  and  to 
eliminate  the  confusion  wliich  arose  therefrom,  but  it  is  plain  that  the 
Rowley  act  could  not  apply  to  pawnbrokers  because  t]ie  amount  of  the 
loans  and  the  security  referred  to  in  the  act  could  never  seriously  apply 
to  the  pawnbrokers  who  make  trivial  loans  and  take  ridiculous  forms 
of  security  which  the  Supervisor  would  never  deign  to  bother  with.  The 
Pohce  Commissioner  has  made  a  general  flat  rate,  realizing  the  utter 
impossibility  of  fixing  a  varying  rate  of  interest  if  the  nature  of  security 
were  to  be  considered  in  the  situation  where  600,000  loans  are  made 
yearly  in  Boston,  and  wliich  would  take  an  armj-  of  clerks  and  experts 
in  the  State  capable  of  making  a  varying  table  of  interest  upon  each 
article  offered.  The  benefit  derived  by  the  public  from  the  pawnbrokers 
is  inestimable,  and  if  a  larger  rate  of  interest  is  paid  by  the  unfortunate 
borrower,  the  short  answer  is  that  there  is  no  place  in  the  community 
where  with  his  standing  he  can  get  a  better  rate,  and  if  he  is  not  able  to 
pay  that  rate  he  cannot  obtain  a  loan  at  all.  This  the  Legislature  did 
not  intend  to  do. 

I nler-pr elation  considered.  —  Where  a  statute  is  limited  in  its  operation 
to  certain  localities,  an  act  amendatory  thereof  can  have  no  wider  scope 
than  the  original  act,  unless  it  is  expressly  so  provided  in  the  amend- 
ment.   (U.  S.  V.  Crawford,  G  Mackey,  319.) 

It  is  urged  that  no  word  in  the  act  of  1911  and  aniondnionts  thereto, 
other  than  section  7,  intends  to  refer  to  tlic  ]iawnbrokcrs  as  such.  The 
statute  has  been  framed  so  as  to  exclude  pawnbrokers,  except  in  section  7, 

If  section  7  is  to  be  given  any  effect  at  all  it  can  give  the  Supervisor  of 
Loans  only  an  advisory  ])ower.  ITe  must  find  Ihat  the  rates  allowed  to 
pawnbrokers  an^  so  grc^sly  excessive  as  not  only  to  discriniinate  against 
the  money  lenders,  so  called,  who  are  not  pawnbrokers,  but  he  must  find 
the  rates  are  established  so  as  to  defeat  the  small  loans  act  by  giving 
to  the  pawnbrokers  the  right  to  enjoy  greater  rates,  and  thus  to  enable 
the  sniiill  loan  IcnderH  lo  do  business  under  the  guise  of  j)a\vnl)rokers. 

Now  this  situation  lias  not  at  all  developed.  The  kind  and  number  of 
loans  made  by  pawnbrokers,  and  the  peculiar  nature  of  their  business, 
not  only  warrants  the  present  charges  allowed  them,  but  a  great  deal 
more,  for  they  are  prfu^licully  insurers  of  (heir  pledgors'  goods  for  Ihcfi, 
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fii-e  and  loss.  The  pledges  are  very  often  liable  to  depreciation,  and 
finally,  and  never  to  be  forgotten,  is  the  fact  that  the  pawnbrokers  deal 
with  an  entirely  different  class  of  borrowers  than  those  contemplated  by 
the  small  loans  act.  Not  only  should  the  Supervisor  be  satisfied  that 
the  rates  allowed  by  the  Police  Commissioner  are  reasonable,  but  he 
ought  to  be  satisfied  if  the  Commissioner  allowed  an  increase  of  rates  to 
the  pawnbrokers. 
To  summarize :  — 

(1)  Chapter  727  and  amendments  do  not  affect  pawnbrokers. 

(2)  By  the  phraseology  contained  in  the  act  and  amendments  they 
never  were  referred  to. 

(3)  The  act  of  1916  does  not  refer  to  pawnbrokers. 

(4)  The  omission  of  pawnbrokers  from  the  act  is  not  unintentional. 

(5)  The  act  applies  only  to  those  who  originally  came  under  sections 
61  to  55  of  chapter  102  pf  Revised  Laws. 

(6)  Section  7  is  merely  advisory.    It  is  not  mandatory. 

(7)  It  gives  the  Supervisor  no  power  to  overrule  the  rates  estabUshed 
by  the  Police  Commissioner. 

(8)  In  any  event,  the  discretion  of  the  Pohce  Commissioner  cannot  be 
revised  by  the  Supervisor  unless  the  rates  established  by  the  Commissioner 
are  so  unconscionable  as  to  work  a  defeat  of  the  small  loans  act  by  in- 
direction. 

(9)  Even  in  such  an  event  the  Legislature  must  be  appealed  to. 

It  is  submitted  that  the  rates  allowed  by  pawnbrokers  are  fair  and 
reasonable,  and  instead  of  being  in  excess  of  a  fair  rate  can  be  easily 
shown  to  be  below  a  fair  rate. 

Respectfully  submitted, 

Leon  R.  Eyges. 

In  order  that  there  might  be  an  authoritative  opinion  from 
the  law  department  of  the  Commonwealth,  the  following  letter 
was  sent  to  Hon.  Henry  C.  Attwill,  Attorney-General:  — 

May  24,  1916. 

Hon.  Heney  C.  Attwill,  State  House,  Boston. 

Deab  Sm:  —  Section  21  of  chapter  727  of  the  Acts  of  1911  is  as  fol- 
lows :  — 

The  board  which  grants  licenses  to  pawnbrokers  shall  from  time  to  time  es- 
tablish regulations  to  the  satisfaction  of  the  supervisor  of  loan  agencies,  relative 
to  the  business  carried  on  and  the  rate  of  interest  to  be  charged  by  them;  and 
a  pawnbroker  shall  not  charge  or  receive  upon  any  loan  a  greater  rate  of  interest 
than  that  fixed  by  the  licensing  board. 

Section  7  of  chapter  727  of  the  Acts  of  the  year  1911  has  been  amended 
by  the  present  Legislature,  and  is  as  follows :  — 
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The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and  in  fixing 
said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and  the  nature  of  the 
security  and  the  time  for  which  the  loan  is  made,  but  the  total  amount  to  be  paid 
on  any  loan  for  interest  and  expenses  shall  not  in  the  aggregate  exceed  three  per 
cent  a  month  on  the  amount  actually  received  by  the  borrower  which  shall  be 
computed  on  unpaid  balances;  and  no  licensee  or  company  or  association  to  which 
this  act  applies  shall  charge  or  receive  upon  any  loan  a  greater  rate  of  interest 
than  that  fixed  by  the  supervisor.  No  charges,  bonuses,  fees,  expenses  or  de- 
mands of  any  nature  whatsoever  except  as  above  pro\'ided  shall  be  made  upon 
loans  made  under  this  act. 

Is  the  amount  to  be  received  by  the  pawTibrokers  in  the  conduct  of 
their  business  to  be  limited  to  the  3  per  cent,  mentioned  in  the  amend- 
ment to  section  7  of  chapter  727  of  the  Acts  of  the  year  1911? 

Yours  truly, 

Supervisor  of  Loan  Agencies. 


to  which  the  following  reply  was  received: 


JuxE  3,  1916. 


Hon.  Frank  H.  Pope,  Supervisor  of  Loan  Agencies. 

Dear  Sir:  —  I  beg  to  acknowledge  your  letter  of  the  24th  ultimo,  in 
which  you  request  mj'  opinion  as  to  whether  the  rate  of  interest  to  be 
charged  by  pawnbrokers  is  limited  by  the  provisions  of  section  7  of  chapter 
727  of  the  Acts  of  1911,  as  amended  by  chapter  224  of  the  General  Acts 
of  191G.    Said  section,  as  amended,  reads  as  follows:  — 

The  supervisor  shall  estabhsh  the  rate  of  interest  to  be  collected,  and  in  fixing 
said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and  the  nature  of  the 
security  and  the  time  for  which  the  loan  is  made;  but  the  total  amount  to  be 
paid  on  any  loan  for  interest  and  expenses  shall  not  in  the  aggregate  exceed  an 
amount  equivalent  to  three  per  cent  a  month  on  the  amount  actually  received 
by  the  borrower  computed  on  unpaid  balances;  and  no  Ucensee  or  company  or 
association  to  which  this  act  applies  shall  charge  or  receive  upon  any  loan  a  greater 
rate  of  interest  than  that  fixed  by  the  supervisor.  No  charge,  bonus,  foe,  expense 
or  demand  of  any  nature  whatsoever,  except  as  above  provided,  shall  bo  made 
upon  loans  to  which  this  act  relates. 

It  is  my  view  that  said  amendment  of  section  7  in  no  way  enlarged  the 
classes  of  ])crsons  or  the  classes  of  loans  included  within  the  i)rovisions 
of  St.  1911,  c.  727,  and  anieiuhnents  thereof.  The  answer  to  your  inquiry, 
therefore,  is  dependent  upon  the  interpretation  of  other  provisions  of 
said  chapter  727. 

At  the  tijne  of  the  i)assage  of  said  chnpter  727  there  weri>  in  chapter 
102  of  the  Hevised  Ia-iwh  distinct  provisions  relating  to  ]>a\\nbrokers  and 
to  ijcrsons  other  than  jjawnbrokers  engaged  in  making  small  loans.  Section 
3  of  said  chapter  727,  as  originally  pa.sscd,  provided:  — 

No  porHoii,  partnership,  corporation  or  nssocintion  shall  directly  or  indirectly 
engage  in   tlio  buHino.s.s  of  jnaking  loans  of  three  huiidrod  dollars  or  loss,  if  the 
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amount  to  be  paid  on  any  such  loan,  for  interest  and  expenses,  exceeds  in  the 
aggregate  an  amount  equivalent  to  twelve  per  cent  per  annum  upon  the  sura 
loaned,  without  first  obtaining  from  the  supervisor  of  loan  agencies  a  license  to 
carry  on  the  said  business  in  the  city  or  town  in  which  the  business  is  to  be  trans- 
acted. 

This  section,  standing  alone,  would  necessarily  include  pawnbrokers 
where  the  amount  of  a  loan  made  by  pawnbrokers  was  in  excess  of  .|300. 
But  this  section  must  be  interpreted  in  the  light  of  other  provisions  of 
the  act  in  order  to  determine  the  intent  of  the  Legislature.  Section  21 
of  said  chapter  amended  section  41  of  chapter  102  of  the  Revised  Laws 
so  as  to  read  as  follows :  — 

The  board  which  grants  licenses  to  pawnbrokers  shall  from  time  to  time  establish 
regulations  to  the  satisfaction  of  the  supervisor  of  loan  agencies,  relative  to  the 
business  carried  on  and  the  rate  of  interest  to  be  charged  by  them;  and  a  pawn- 
broker shall  not  charge  or  receive  upon  any  loan  a  greater  rate  of  interest  than 
that  fixed  by  the  licensing  board. 

This  section,  taken  in  connection  with  the  fact  that  under  the  pro- 
visions of  section  24  of  said  chapter  727  section  60  and  sections  57,  58, 
59,  61,  62,  63,  64,  65,  66,  67  and  68  of  chapter  102  of  the  Revised  Laws 
were  specifically  repealed,  indicates  to  my  mind  that  it  was  the  intention 
of  the  Legislature  to  leave  the  provisions  of  sections  33  to  45,  inclusive, 
of  chapter  102  of  the  Revised  Laws  unaffected  except  in  so  far  as  they 
were  affected  by  the  provisions  of  section  21  of  said  chapter  727. 

The  result  is  that,  in  my  judgment,  pawnbrokers  and  the  rates  to  be 
charged  by  them  are  in  no  way  subject  to  the  provisions  of  said  chapter 
727  and  the  amendments  thereof,  except  that  the  rates  established  as 
to  pawnbrokers  by  licensing  boards,  under  the  provisions  of  chapter  102 
of  the  Revised  Laws,  are  subject  to  the  approval  of  the  Supervisor  of 
Loan  Agencies. 

Accordingly,  I  am  of  the  opinion  that  the  rates  that  may  be  charged 
by  pawnbrokers  are  not  subject  to  or  controlled  by  the  provisions  of 
section  7,  as  amended  by  chapter  224  of  the  General  Acts  of  1916. 

Very  truly  yours, 

Henry  C.  Attwill, 
Attorney-General. 

The  most  important  development  of  the  year  was  the  enact- 
ment by  the  Legislature  of  a  new  small  loans  act  (chapter  224 
of  the  General  Acts  of  1916)  which  fixed  the  maximum  amount 
to  be  charged  on  any  loan  under  S300  at  3  per  cent,  per  month. 
This  act  was  passed  in  response  to  a  strong  public  demand  that 
the  system  of  charges,  permitted  by  the  old  law,  be  done  away 
with. 
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The  act  became  a  law  June  IG,  191G.  During  the  month 
which  elapsed  between  the  time  when  Governor  McCall  signed 
the  bill  and  its  taking  effect  as  a  law,  there  had  been  much 
speculation  upon  the  part  of  not  a  few  of  the  lenders  whether 
any  means  could  be  devised  whereby  they  might  receive  for 
their  loans,  either  by  way  of  interest  or  charges  or  otherwise, 
an  amount  greater  than  that  allowed  by  law. 

After  consulting  eminent  attorneys  it  was  decided  that  the 
lenders  could  incorporate  and  require  would-be  borrowers  to 
purchase  stock  in  their  corporations.  It  was  argued  that  al- 
though this  plan  might  in  fact  result  in  an  expense  to  the 
borrower  of  more  than  3  per  cent.,  yet  the  transaction  was 
clearly  legal,  and  the  courts  would  enforce  it.  Under  Acts  of 
1903,  chapter  437,  section  16,  it  is  lawful  for  corporations  to 
issue  stock  payable  by  installments. 

Thirty  lenders,  engaged  in  what  is  known  as  the  unsecured 
business,  immediately  became  incorporated.  By  "unsecured"  is 
meant  those  lenders  whose  conduct  of  business  is  to  lend  on  the 
borrower's  note,  occasionally  with  an  indorser,  but  never  re- 
quiring a  chattel  mortgage.  Their  general  plan  was  as  follows: 
an  applicant  for  a  loan  was  told  that  he  could  not  be  accommo- 
dated unless  he  could  furnish  two  indorsers,  or  give  a  valid 
assignment  of  wages,  or  agree  to  purchase  stock.  Most  borrow- 
ers could  not  comply  with  either  of  the  first  two  conditions  be- 
cause they  rebelled  at  the  idea  of  asking  friends  to  indorse  for 
them,  and  with  regard  to  the  assignment  they  could  not,  or 
would  not,  secure  the  written  consent  of  the  oni])loyer  and  the 
wife,  as  required  by  law. 

It  resulted  tliat  the  great  i)r()])(»rti()n  of  borrowi-rs  agreed  to 
l)iir(liase  stock  by  installments  in  order  that  tlu'y  might  obtain 
the  desired  loan.  The  course  of  the  l)usiness  rai)idly  became  a 
double  transaction,  involving  a  loan  conditional  on  the  ]>urehase 
of  stock.  The  \(Ty  large  majority  of  loans  were  made  in  this 
wa\'. 

While  all  the  details  of  the  ])lan  were  not  j)erfectly  clear,  it 
was  tiiy  oi)inion  that  its  actual  result  was  to  caus(>  an  (>x]MMise 
to  the  borrower  in  c\<'ess  of  .'1  per  cent.,  jind  that  it  was  my 
(bity  to  use  tlu'  ])owers  conferred  on  me  by  law  to  j^revent,  if 
possible,  this  direct  violation  of  the  e.\])re.ssed  legislativ<>  intent. 
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The  situation  required  drastic  action,  which  would  make  clear 
to  a  certain  tyi^e  of  money  lender  that  the  laws  of  the  Com- 
monwealth regulating  small  loans  cannot  be  evaded  or  broken 
with  impunity. 

Accordingly,  on  July  13,  1916,  the  following  order  was  pro- 
mulgated :  — 

Chapter  224  of  the  General  Acts  of  1916  provides  that  the  total  amount 
to  be  paid  on  any  loan  for  interest  and  expenses  shall  not,  in  the  aggre- 
gate, exceed  an  amount  equivalent  to  3  per  cent,  a  month  on  the  amount 
actually  received  by  the  borrower,  interest  to  be  computed  on  unpaid 
monthly  balances. 

The  making  of  a  loan  being  conditional  upon  purchase  of  stock  in  a 
corporation  in  which  a  licensed  lender  is  interested,  or  any  other  plan 
where  the  expense  to  the  borrower,  incidental  to  the  loan,  exceeds  3 
per  cent,  per  month,  is,  in  the  opinion  of  this  department,  a  violation  of 
the  spirit  of  the  law  referred  to,  inasmuch  as  the  actual  cost  to  the  borrower 
for  the  making  of  a  loan  is  in  excess  of  the  amount  stipulated  by  the 
statute,  and  is  directly  contrary  to  the  intended  purpose  of  the  Legis- 
lature. 

All  loans  made  by  a  licensed  money  lender  must  be  made  in  strict  con- 
formity with  the  spirit  of  the  chapter  in  question.  Violation  of  this 
ruling  by  a  licensed  money  lender  mil  result  in  the  revocation  of  his 
hcense. 

Feank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

It  is  the  duty  of  the  Supervisor,  first,  to  enforce  the  direct 
interest  of  the  Commonwealth  that  extortion  shall  not  be 
practiced  within  its  borders;  second,  to  safeguard  the  rights  of 
the  borrowers  against  overreaching  and  fraud;  and  third,  to 
protect  the  legitimate  interests  of  the  lenders  who  perform  their 
obligations  under  the  law.  This  ruling  was  made  in  the 
furtherance  of  all  three  objects.  The  last  of  these  is  by  no 
means  a  matter  of  slight  importance.  In  the  hue  and  cry 
which  has  been  justifiably  raised  because  of  the  corrupt  prac- 
tices of  some,  it  must  not  be  forgotten  that  there  are  honest 
lenders  who  have  always  conducted  their  business  fairly  and  in 
compliance  with  law.  In  the  long  run,  a  healthy  condition  in 
the  small  loans  business  can  be  secured  only  by  protecting  the 
law-abiding  lender  against  unfair  competition  from  lenders  who 
make  exorbitant  profit  through  violation  of  law. 
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The  promulgation  of  the  order  immediately  remedied  the 
situation  in  part,  because  a  large  number  of  lenders  decided  to 
accept  the  new  law  in  the  spirit  set  forth  in  the  ruling,  and  to 
abide  by  it.  A  few  lenders  decided  to  continue  with  their  stock- 
selling  plan  and  to  contest  the  legality  of  the  Supervisor's  order. 

In  September  the  Boston  Legal  Aid  Society,  through  its 
counsel,  filed  a  complaint  against  Dewey  &  Co.,  and  requested 
an  examination  into  their  manner  of  conducting  business.  At 
the  hearing  before  me  it  was  proved  by  the  sworn  testimony 
that  the  lender  was  requiring  borrowers  to  purchase  stock  in 
the  Massachusetts  Credit  Association,  a  corporation  in  fact 
controlled  by  Dewey  &  Co.  If  a  borrower  was  loaned  S20  he 
had  to  purchase  4  shares  at  85  each,  on  which  he  agreed  to  pay 
S2  per  month.  Thus  he  paid  60  cents  interest  plus  S2  "on 
stock,"  so  that  in  fact  the  cost  to  him  was  S2.60  per  month, 
which,  reckoned  in  terms  of  interest,  is  13  per  cent,  per  month, 
or  156  per  cent,  per  year.  It  was  apparent  that  this  was  a 
device  whereby  it  was  sought  to  maintain  the  same  high  rates 
permitted  by  the  old  law,  and  which  the  Legislature  had  con- 
demned and  made  illegal.  On  the  ground  that  the  conduct  of 
the  business  was  in  violation  of  the  law  and  of  the  ruling  of 
July  13,  the  license  was  suspended. 

In  October  the  Legal  Aid  Society  filed  complaint  against 
Best  &  Co.  At  the  hearing  before  me  it  was  proved  by  the 
sworn  testimony  that  the  borrower  had  been  charged  15  per 
cent,  per  month  under  the  old  law  on  a  S\0  loan,  and  that  after 
the  new  law  became  operative  the  borrower  was  recjuircd  to 
subscribe  for  2  shares  of  stock  and  pay  thereon  SI  per  month. 
The  result  of  this  transaction  w;is,  in  fact,  to  charge  the 
borrower  13  per  cent,  per  month.  It  cost  the  borrower  SI. 30 
per  month  for  a  SIO  loan,  and  at  the  end  of  ton  months  the 
borrower  would  still  owe  the  SIO  princijiMl.  Other  features  of 
the  confr.ict  were  objectioiiiiblc,  I)u(  this  was  the  inijiortant 
isstie.  1  ruh'd  that  the  transaction  was  in  \iolatioii  of  law  and 
susf)ended  the  license. 

'{'he  result  of  these  two  cases  was,  so  far  as  kiiowu.  to  bring 
this  method  of  (hiing  l)usiness  to  an  abrupt  end.  No  com- 
plaints have  iieeii  made  or  intimations  receixid  siiici'  then  that 
this  scheme  of  business  is  in  oj)eratiou  an\  wheri-  by  any  one. 
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From  all  the  facts  available  the  statement  is  justified  that  this 
illegal  scheme  has  been  completely  overthrown. 

The  lenders  who  had  determined  to  comply  with  the  law, 
immediately  after  the  issuance  of  the  order  of  July  13,  sought  a 
conference  with  Charles  F.  Rowley,  Esq.,  member  of  the  House 
of  Representatives  from  Brookline,  who  introduced  the  bill 
which  was  the  basis  of  the  3  per  cent,  law  enacted  this  year, 
and  R.  H.  Smith,  counsel  for  the  Legal  Aid  Society,  to  see  if  an 
understanding  concerning  the  meaning  of  the  law  in  its  actual 
application  co.uld  be  reached,  and  if  so,  to  submit  such  plan  to 
the  Supervisor.  Conferences  were  held  in  July  and  August.  In 
my  opinion  the  fact  that  these  conferences  were  held  marks  a 
long  step  in  the  right  direction.  It  is  infinitely  better  for  all 
concerned  to  work  together  rather  than  at  cross-purposes,  and 
to  try  to  determine  beforehand  the  line  between  legal  and 
illegal  conduct  rather  than  to  wait  for  the  lenders  to  arrange 
their  method  of  business  and  then  to  attack  it,  or  wait  for  a  re- 
arrangement and  then  attack  that.  If  any  solution  were  ever 
reached  in  that  way  it  would  be  only  after  more  years  of  futile 
struggle. 

It  was  apparent  from  the  outset  that  what  the  lenders 
needed,  if  they  were  to  have  a  fair  chance  to  do  a  3  per  cent, 
business,  was  some  security  that  the  loan  would  be  repaid. 
The  form  of  security  needed  was  psychological  rather  than 
legal.  There  was  need  of  some  plan  which  would  make  the 
borrower  feel  under  obligation  to  repay  his  loan.  Those  re- 
ferred to,  who  had  the  welfare  of  the  situation  at  heart,  hit 
upon  the  solution  of  converting  the  stock  plan  into  a  security 
and  eliminating  the  question  of  overcharge  by  providing  a  con- 
vertible feature.  Stated  somewhat  more  in  detail,  the  plan  for 
the  conduct  of  the  business  which  was  adopted  as  the  result  of 
the  conferences  was  as  follows.  A  borrower  would  borrow  $10, 
and  would  be  required  to  sign  an  agreement  for  the  purchase  of 
stock  and  to  pay  thereon  $1.20  per  month  in  addition  to  3  per 
cent,  interest,  or  30  cents  per  month  on  the  loan.  No  stock 
payment  was  required  at  once,  no  discount  of  the  loan  was 
made,  but  the  borrower  was  given  a  copy  of  the  contract. 
Thus  he  had  a  month  to  read  it  and  to  understand  it.  When 
he  came  in  at  the  end  of  the  month,  if  he  wanted  to  repay  his 
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entire  loan  (principal  and  interest)  the  contract  for  stock 
would  be  cancelled.  In  such  cases  security  is  obviously  un- 
necessary. 

]\Iost  borrowers,  however,  are  never  in  a  position  to  repay 
their  entire  loan.  It  is  this  fact  which  made  the  system  prac- 
ticed under  the  old  law  so  vicious  in  that  a  borrower  was 
always  getting  deeper  and  deeper  in  debt.  Under  the  present 
plan  the  borrower  pays  30  cents  interest  and  SI. 20  on  the 
stock.  What  makes  the  plan  so  excellent  is  that  it  is  provided 
that  when  these  payments  on  stock  equal  the  debt  they  can  be 
applied  to  pay  the  debt.  This  is  set  out  in  simple  language  in 
the  agreement,  and  in  order  that  there  might  be  no  misunder- 
standing, the  exact  date  when  this  cancellation  may  be  effected 
is  written  into  each  contract. 

The  plan  actually  works  as  follows,  and  its  advantages  may 
be  illustrated  by  contrasting  it  with  the  old  situation.  Prior  to 
June,  1916,  if  a  man  borrowed  $10  he  paid  SI. 50  per  month  for 
interest  and  charges.  At  the  end  of  nine  months  he  had  paid 
S13.50,  but  he  still  owed  the  SIO  principal.  Under  the  new  plan 
he  pays  30  cents  interest  plus  81.20  on  stock  per  month.  At 
the  end  of  nine  months  his  interest  is  all  paid,  there  is  a  fund  to 
his  credit  of  S10.<S0,  which  can  be  applied  to  cancel  his  loan, 
and  the  lender  will  repay  him  SO  cents.  In  other  words,  under 
the  old  law  a  borrower  could  pay  SI. 50  per  month  forever,  and 
would  always  owe  the  principal.  Under  the  new  plan,  jiay- 
ment  of  SI. 50  per  month  for  nine  months  ]Mits  him  in  a  position 
to  cancel  every  shred  of  indebtedness  and  to  receive  back  80 
cents.  The  statement  that  this  is  tli(>  way  tlic  ])lan  actually 
works  is  not  based  on  surmise.  The  Lt^gal  Aid  Society  liled 
three  complaints  in  November,  and  it  ap])earc(l  at  tiie  lu>arings 
that  the  lenders  had  conducted  the  transactions  exactly  as  out- 
lined. 

The  plan  also  seems  to  work  well  because  the  borrowcM's  re- 
gard it  as  important,  'i'he  small  loans  business  is  a  practical 
matter,  and  it  can  be  cont  rolled  properly  only  by  adapliiii: 
theories  to  actual  conditions.  It  has  hvvn  i>r()ved  that  persons 
wlio  have  borrowed  for  years,  and  who  have  habitually  torn  up 
e\-ery  receipt,  cancelled  note,  notice,  etc.,  that  has  ever  been 
gi\cii  tliciii,  retain  their  stock  contract   and  all  receipts  for  pa>- 
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ments  thereon.  Somehow  it  is  regarded  as  a  more  binding 
obHgation  than  a  mere  note. 

This  effect  works  not  only  to  the  advantage  of  the  lender  in 
giving  him  security,  but  even  more  to  the  advantage  of  the 
borrower,  in  that  the  sense  of  obligation  compels  payment  each 
month,  which  at  the  end  of  a  definite  number  of  months  cancels 
his  loan.  In  a  word,  the  plan  protects  the  lender  and  auto- 
matically forces  the  borrower  to  get  out  of  debt. 

In  the  further  administration  of  this  plan  problems  will  arise. 
The  small  loans  business  is  a  tremendously  intricate  affair. 
Any  solution  for  one  difficulty  seems  to  raise  new  difficulties  of 
its  own.  These  problems  are,  however,  administrative  rather 
than  legislative.  They  can  be  worked  out  in  the  light  of  ex- 
perience, and  where  experience  shows  that  any  plan  or  part  of 
a  plan  works  poorly  in  practice,  it  can  promptly  be  changed  or 
altered.  This  is  a  field  in  which  experimentation  must  still 
§,0  on. 

The  present  situation  is  a  most  hopeful  one.  With  the 
Supervisor  to  represent  the  Commonwealth,  the  Legal  Aid 
Society  to  represent  any  complaining  borrower,  and  the  lenders 
represented  by  their  counsel,  it  is  possible  to  take  action  after 
all  parties  have  been  heard  and  all  sides  presented  and 
thoroughly  thrashed  out.  This  is  well  illustrated  by  the  pro- 
cedure at  hearings.  Where  the  Legal  Aid  Society  appears  the 
Supervisor  is  relieved  of  the  double  and  often  difficult  duty  of 
acting  as  counsel  for  the  borrower  in  order  to  get  his  case  pre- 
sented, and  at  the  same  time  acting  as  judge  of  the  merits  of 
the  entire  controversy. 

It  is  not  too  much  to  hope  that  by  rigorously  prosecuting 
violations  of  the  law,  by  continuing  the  conferences  with  the 
lenders  who  desire  to  obey  the  law,  and  by  working  out  the 
manner  of  conducting  the  business  in  the  light  of  experience, 
the  small  loans  business  may  be  elevated  out  of  the  class  of 
"loan  sharks"  up  to  the  plane  of  legitimate,  straightforward 
banking  and  brokerage  business. 

The  past  year  witnessed  the  establishment  of  several  new 
Morris  Plan  companies  in  the  State.  The  original  Morris  Plan 
company  was  established  in  Springfield  in  1913,  and  was  known 
as   the   Industrial  Loan   Company   of   Springfield,   which   last 
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February  changed  its  name  to  the  ]\Iorris  Plan  Company  of 
Springfield.  In  1915  Morris  Plan  companies  were  established  in 
Holyoke  and  Worcester.  From  the  beginning  the  companies 
had  contended  that  they  did  not  come  under  the  jurisdiction  of 
the  Supervisor  of  Loan  Agencies,  on  the  ground  that  they  were 
loaning  money  at  a  cost  to  a  borrower  of  less  than  12  per  cent., 
which  the  statute  permits.  It  provides,  however,  that  where 
two  or  more  loans  are  made  where  the  expense  to  the  borrower 
exceeds  12  per  cent.,  the  lender  shall  be  regarded  as  engaging 
in  the  business  of  making  small  loans,  and  must  therefore 
be  licensed.  Notwithstanding  the  protests  licenses  were  taken 
out. 

When  the  Morris  Plan  Company  at  Worcester  started  in 
business  it  objected  to  taking  out  a  license  on  the  ground 
stated,  but  later  one  of  its  representatives,  discussing  the 
matter  with  Attorney-General  Henry  C.  Attwill,  was  so  force- 
fully impressed  with  the  opinion  of  the  law  officer  of  the  Com- 
monwealth —  that  the  company  was  in  reality  receiving  in 
excess  of  12  per  cent.  —  that  a  license  was  applied  for  without 
further  protest.  This  year  Morris  Plan  companies  have  been 
established  in  Boston,  Brockton,  Chelsea,  New  Bedford,  Fall 
River,  Maiden  and  Lowell,  and  all  but  the  last  made  the  usual 
contention  that  they  were  not  amenable  to  the  law.  The 
opinion  of  the  companies  was  presented  by  Preston  S.  Gotten, 
vice-president  and  treasurer  of  the  Boston  IMorris  Plan  Com- 
pany, regardless  of  the  fact  that  other  companies  had  been 
doing  business  under  a  license  for  the  time  stated.  Vice- 
President  Gotten  in  submitting  his  computation  showed  that 
the  Morris  Plan  companies  were  receiving  but  11.54  per  cent., 
but  his  method  of  computing  was  not  in  harmony  with  that  of 
the  Supervisor,  which  showed  that  the  rate  the  companies  were 
receiving  was  19.24  per  cent.,  irrespective  of  fines  imposed  upon 
delinquent  borrowers. 

The  differences  in  opinion  and  the  differences  in  methods  of 
computation  led  to  a  discussion,  and  finally  the  Morris  Plan 
j)eople  asked  if  the  Supervisor  would  be  willing  to  submit  the 
issue  to  Attorney-(icii('ral  Attwill  and  abide  1)\'  his  dci-ision,  to 
which  no  objection  was  interposed.  I'ltiniately  an  informal 
hearing  was  held  at  the  office  of  the  Attorney-General,   who 
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rendered  no  written  opinion,  but  stated  verbally,  as  the  result 
of  computations  made,  that  there  was  no  question  in  his  mind 
but  the  Morris  Plan  companies  were  receiving  an  interest  rate 
in  excess  of  that  provided  by  law.  A  careful  analysis  of  the 
method  of  the  Morris  Plan  companies  showed  that  a  borrower 
executes  a  note  for  the  amount  of  the  loan,  the  companies  de- 
manding that  each  note  must  be  signed  by  two  or  more  co- 
workers, who  become  responsible  for  the  payment  of  the  note 
if  the  obligation  is  not  fulfilled  by  the  maker  thereof.  The 
company  before  loaning  the  money  satisfies  itself  that  the 
borrowers  and  comakers  are  of  good  character  and  responsible 
for  their  obligation.  For  each  $50  loan  or  part  thereof  the 
borrower  agrees  to  buy  a  "C"  certificate,  and  to  leave  it  with 
the  company  as  security.  On  the  certificates  weekly  payments 
are  required.  If  the  borrower  fails  to  make  his  payment  the 
bank  holds  the  indorsers  of  the  note  responsible. 

Amounts  loaned  range  from  S25  to  $2,000  or  more.  When  the 
note  is  executed  the  Class  C  certificate  purchased  is  assigned  to 
the  bank  and  becomes  security  for  the  note  and  a  protection 
for  the  comakers.  When  the  borrower  has  completed  his  fifty 
weekly  installment  payments  the  certificate  becomes  fully  paid 
and  therefore  equals  the  amount  of  the  loan.  Two  weeks  later 
his  note  becomes  due  and  must  be  paid.  He  may  then  cash  his 
Class  C  certificate,  pay  his  note  and  close  the  transaction. 
When  a  loan  is  made  there  is  a  discount  of  6  per  cent,  per 
annum  which  is  deducted  at  the  time.  If  a  loan  is  made,  but 
not  otherwise,  a  charge  of  $1  as  an  investigating  fee  is  made  on 
each  $50  or  part  thereof. 

The  method  of  securing  a  loan  is  as  follows:  The  borrower 
calls  at  the  office  of  the  company  and  makes  application  for  a 
loan.  The  borrower  is  requested  to  furnish  certain  information 
concerning  himself  or  herself.  If  the  information  is  satisfactory 
the  applicant  is  handed  an  application  blank  with  instructions 
as  to  the  manner  in  which  it  is  to  be  filled  out  by  said  applicant 
and  the  coworkers.  When  this  application  is  completed  it  is 
returned  to  the  company  for  consideration,  at  which  time  the 
applicant  is  provided  with  a  note  for  the  amount  of  the  loan 
and  instruction  given  as  to  signatures.  After  investigation  the 
application   is   submitted   to  the   executive   committee  for  its 
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approval.  If  approved  the  borrower  is  requested  to  call, 
bringing  the  fully  signed  note  with  him.  He  then  agrees  to  buy 
a  "C"  certificate  of  the  value  of  the  amount  of  the  loan,  and 
upon  delivery  of  the  note  and  assignment  to  the  company  of 
the  certificate  the  applicant  receives  in  cash  the  amount  of  the 
loan  less  the  discount  and  investigating  charge.  The  companies 
accept  no  deposit  accounts.  It  issues  two  classes  of  certificates 
known  as  Class  B  and  Class  C.  Class  B  certificates  are  fully 
paid  certificates  in  denominations  of  S50,  SlOO,  SoOO  and  81,000, 
bearing  5  per  cent,  interest  from  date  of  purchase,  payable 
semiannually.  Class  C  certificates  are  the  installment  certifi- 
cates mentioned  in  connection  with  the  method  heretofore  de- 
scribed of  making  loans.  In  reference  to  Class  C  certificates, 
when  fifty  installments  have  been  regularly  paid,  4  per  cent, 
interest  per  annum  will  be  allowed  on  the  Class  C  certificate 
from  and  after  the  payment  of  S25,  provided  the  same  has  not 
been  pledged  with  the  company  as  security  for  a  loan. 

In  the  foregoing  the  two  classes  of  certificates  appear  to 
furnish  the  only  method  whereby  the  company  obtains  money 
in  addition  to  its  capital  stock.  The  purchase  of  the  install- 
ment investment  certificate  is  a  condition  precedent  to  securing 
a  loan.  The  purchase  of  this  certificate,  which  must  be  hypoth- 
ecated as  security  for  the  loan,  is  required  as  one  of  the  con- 
ditions upon  w^hich  the  loan  will  be  made,  and  without  which  it 
cannot  be  procured  upon  application.  It  is  further  provitled  in 
the  note  given  as  evidence  of  the  loan  that  if  any  additional 
security  is  reciuired,  and  on  the  failure  to  supply  the  amount  of 
security  so  demanded,  on  the  first  or  any  sul)sc(iueiit  call,  or  on 
the  nonpayment  of  any  installment  due  the  comj)any  on  any 
Class  C  certificate  herewith  hypothecated,  then  the  obligation 
at  the  option  of  the  company  would  become  due  and  pa,\able. 
whether  due  iicconliiig  to  condition  of  note  or  not. 

For  illustration,  a  borrower  borrows  SlOO  and  issues  his  note 
therefor  for  one  ,\'ear.  for  which  he  receives  802.  He  agrees  as  a 
coiiditioM  of  said  loan  to  purchase  a  ('lass  C  certificate  for  the 
ainoiiiit  of  SlOO  oil  wliicli  lie  is  to  pay  82  per  week.  Thert-fore 
he  has  the  use  of  S'.i'J  for  one  week  ojily.  He  then  reduces  his 
indebtedness  at  tlic  rate  of  82  n  week,  so  that  lie  does  not  have 
tlie  benefit  of  tile  use  of  tile  money  lie  actually  borrows  for  the 
time  for  uliicli  a  note  is  discounted,  or  for  a  time  an\\\licr(>  near 
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the  period  so  named  in  the  note.  It  was  by  computing  these 
partial  payments  that  it  was  decided  by  this  department  that 
the  expense  to  the  borrower  was  19.3  per  cent,  per  annum. 
The  foregoing  does  not  take  into  account  any  penalty  which 
might  be  imposed  to  which  the  borrower  is  subjected  if  he  is 
delinquent  in  his  payment,  and  was  the  basis  of  reckoning  upon 
which  it  was  decided  by  this  department  that  the  Morris  Plan 
companies  were  amenable  to  the  law. 

The  companies  seem  to  have  developed  to  a  great  extent  a  new 
field,  this  statement  being  based  upon  the  fact  that  although 
Morris  Plan  companies  in  their  respective  localities  have  done  a 
large  business,  they  do  not  seem  to  have  had  a  very  appreciable 
effect  upon  the  licensed  lenders  longer  established.  The  com- 
panies seem  to  have  appealed  to  a  class  in  the  community 
which  could  not  secure  loans  of  banks  or  trust  companies,  and 
had  not  to  any  considerable  degree  been  patrons  of  the  other 
licensed  loan  companies  and  individuals.  Undoubtedly  one 
reason  why  they  found  this  field  unexplored  was  because  many 
of  their  customers  took  advantage  of  the  opportunity  offered  by 
the  Morris  Plan  companies,  which  was  a  lower  rate  of  interest 
than  that  charged  by  other  licensed  money  lenders,  and  in  this 
respect  the  companies  appear  to  have  filled  a  legitimate  want. 
Practically  all  of  the  Morris  Plan  companies,  in  making  their 
application  for  a  license  after  the  opinion  of  Attorney-General 
Henry  C.  Attwill,  included  in  letters  the  following  extract:  — 

The  Morris  Plan  Company  desires  to  comply  with  the  rules  of  the 
department  to  place  its  business  on  a  businesslike  basis,  but  the  enclosed 
application  is  made  with  the  reservation  that  the  executive  committee 
does  not  admit  that  the  business  of  the  company  comes  within  the  pur- 
view of  chapter  727  of  the  Acts  of  1911. 

Vice-President  Preston  S.  Gotten  of  the  Boston  Morris  Plan 
Company  stated  in  a  letter  of  Aug.  27,  1916,  in  reference  to  the 
opinion  of  this  office,  that  the  various  Morris  Plan  companies 
not  licensed  should  come  within  the  category  of  the  companies 
that  were,  the  letter  being  addressed  to  the  Supervisor:  — 

I  have  your  favor  of  August  18,  notifying  me  of  your  ruling  that, 
under  the  methods  employed  by  us  in  lending  money,  you  consider  that 
we  are  within  the  jurisdiction  of  your  office,  in  accordance  with  chapter 
727,  Acts  of  1911,  and  amendments  thereto. 
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As  you  know,  we  have  discussed  this  several  times,  and  I  am  unable 
to  agree  \nth  you  that  they  come  witliin  the  provisions  of  the  statute 
named.  In  view,  however,  of  the  fact  that  we  welcome  proper  super- 
\Tsion  by  the  Commonwealth  of  jSIassachusetts  in  any  form,  and  in 
view,  also,  of  the  fact  that  your  office  is  in  perfect  accord  with  the  work 
we  are  doing  in  placing  the  lending  of  small  sums  of  money  on  a  more 
businesslike  basis,  I  have  decided,  without  waiving  any  of  the  legal 
rights  of  the  company,  and  without  admitting  that  it  is  subject  to  the 
supervision  of  your  department,  to  comply  with  your  demand  that  the 
company  should  take  out  a  license  in  accordance  with  the  provisions  of 
chapter  727  of  the  Acts  of  1911.  I  therefore  beg  to  enclose  herewith  a 
formal  application,  together  with  a  bond  for  S5,000,  as  provided  by  law. 

The  annual  report  for  1915  included  the  following:  — 

The  great  problem  which  has  confronted  me  since  assuming  the  duties 
of  Supervisor  of  Loan  Agencies  has  been  in  regard  to  supervision  without 
sufficient  power  and  proper  authority  to  supervise  definitely.  The  leading 
question  in  regard  to  the  business  of  making  small  loans  is  relative  to 
the  charges  and  the  interest  therefor,  to  determine  which,  it  seems  to 
me,  there  never  has  been  sufficient  efifort  made,  and  yet  to  reach  the 
proper  answer  to  the  query  appears  to  be  a  very  simple  matter,  —  merely 
a  plain  business  method  to  determine  what  rates  should  be  charged. 
There  should  be  applied  the  same  principle  wiiich  is  in  vogue  in  any 
large  business  concern,  whereby  it  determines  the  dividend  rate  it  can 
afford  to  pay  on  the  volume  of  the  business  transacted. 

In  order  that  this  may  be  ascertained,  so  far  as  the  money  lenders  are 
concerned,  my  opinion  is  that  there  should  be  established  by  the  Super- 
visor a  standardized  method  of  keeping  the  books  of  the  hcensed  monej'' 
lenders;  then  there  should  be  an  accountant  connected  with  tliis  de- 
partment wiio  would  be  in  close  touch  at  all  times  with  the  financial 
transactions  of  the  money  lenders,  and  by  this  simple  process  there 
could  be  determined  in  time  just  wiiat  the  rates  ought  to  be.  Heretofore 
it  has  been  a  matter  of  speculation  and  guesswork. 

The  Bank  Commissioner  has  his  investigators  to  examine  the  accounts 
of  the  savings  banks,  the  trust  companies  and  (he  co-operative  banks, 
and  that  same  official  has  examiners  to  investigate  the  accounts  of  the 
credit  unions,  which  are  voluntary  associations  carried  on  for  remedial 
work;  and  yet  what  was  regarded  as  essential  in  keeping  in  close  touch 
with  the  accounts  of  the  savings  and  co-operative  banks  and  the  trust 
companies  and  with  the  credit  unions  was  not  regarded  as  necessary 
relative  to  supervision  over  loan  agencies,  which  it  seems  to  me  should 
have  been  considered  almost  the  first  requisite. 

Tlic  forcgoinp  was  siipplcnit  ntcd  liv  the  rtMoinmendat ion  that 
there  be  imtli()ri/,('<l  tlic  cinitloyMUMit  of  an  accountant  by  this 
oflicc  for  the  purpose  spc<ili<il.     Tlic  rccniunicndat ion  became  a 
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law,  the  necessary  money  was  appropriated  by  the  Legislature 
and  an  accountant  secured.  The  Legislature,  however,  passed 
a  law  about  the  same  time  that  authority  was  given  to  employ 
an  accountant,  whereby  the  rate  of  interest  was  established,  the 
maximum  being  3  per  cent,  per  month,  so  that  the  full  purpose 
of  the  recommendation  was  not  carried  into  effect. 

An  effort  was  made,  however,  to  ascertain  the  status  of  the 
business  regarding  loans  made  in  the  secured  offices  in  Boston 
from  June  16,  when  the  new  law  went  into  effect,  until  Jan.  1, 
1917,  secured  offices  being  those  offices  where  money  is  loaned 
on  chattel  mortgages.  In  the  following  tabulation  expenses  do 
not  include  salaries  for  owners  of  the  business,  and  there  is  no 
consideration  given  such  losses  as  there  are  bound  to  be,  as  it  is 
too  early  to  get  reliable  figures  concerning  them. 

There  is  also  shown  the  working  capital  of  each  company  and 
the  loans  outstanding  Jan.  1,  1917.  With  the  exception  of 
the  first-named  company  which  has  a  very  large  working  capital, 
I  would  say  the  business  of  the  others  appears  to  have  been 
decidedly  precarious.  Without  taking  into  consideration  the 
losses  and  the  salaries  for  owners  of  the  business,  and  the  case 
of  the  company  with  the  largest  capitalization,  the  apparent 
profits  will,  of  course,  be  very  materially  reduced  when  there  is 
taken  into  consideration  what  the  company  should  charge  off 
by  way  of  salaries,  losses,  etc.  The  tabulation  also  gives  the 
business  done  for  the  time  stated  by  four  secured  offices  outside 
of  Boston. 


Working  Capital, 
Sept.  30,  1916. 

Loans 
outstanding 
Jan.  1,  1917. 

Loans  made 

from  June  16  to 

Dec.  31,  1916. 

Interest  from 

June  16  to  Dec. 

31,  1916. 

Expenses, 
not  including 
Salaries,  from 

June  16  to 
Dec.  31,  1916. 

$125,000  00 

$229,747  89 

$105,516  06 

$14,719  65 

$7,951  29 

24,692  54 

23.647  77 

30,906  73 

2,136  33 

1,158  70 

37,000  00 

33,871  96 

39,023  30 

2,546  72 

1,586  05 

24,000  00 

20,038  33 

26,129  57 

1,885  21 

1,691  24 

36,771  08 

39,746  83 

56,649  30 

3,902  52 

2,984  47 

16,100  00 

8,175  62 

8,561  00 

440  65- 

460  93 

24,52128 

23,993  22 

15,483  06 

720  89 

690  80 

20,000  00 

14,303  90 

10,201  00 

583  90 

28142 

3,530  00 

4,470  95 

5,003  00 

8124 

99  63 
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Out  of  Toini  Offices. 


^^'orkiIlK  Capital 
Sept.  30,  1916. 


Loans 
outstanding 
Jan.  1,  1917. 


Loans  made 

from  June  16  to 

Dec.  31,  1916. 


Interest  from 

June  16  to  Dec. 

31,  1916. 


Exptenses, 
not  including 
Salaries,  from 

June  16  to 
Dec.  31,  1910. 


84,000  00 

50.000  00 

5.000  00 

11,680  00 


.$7,517  48 

68.038  65 

9,691  78 

11,858  44 


$5,265  81 

55,046  52 

3,355  68 

7,83100 


$352  52 

3,608  50 

236  18 

383  21 


$313  79 

2,394  13 

371  12 

468  56 


Figures  giving  information  relative  to  loan  agencies  which 
do  both  a  secured  and  unsecured  business,  compiled  by  the 
accountant  of  this  Department,  show  practically  the  same 
results  as  in  connection  with  the  secured  business. 


Working 

Capital, 

Sept.  30, 

1916. 

Loans 
outstand- 
ing Jan. 
1,  1917. 

Loans 

made  from 

June  16  to 

Dec.  31, 

1916. 

Interest 
from  June 
16  to  Dec. 

31,  1916. 

Net 

Expenses 

from  June 

10  to  Dec. 

31,  1916. 

$6,000  00 

$5,444  39 
490  16 

$16,379  68 
310  00 

$855  55 
11  60 

$866  90 
7  51 

Unsecured. 
Secured. 

29,780  01 

29.352  07 

6,108  53 
27,443  83 

290  53 
1.701  96 

237  23 
1.222  21 

Unsecured. 
Secured. 

14.680  00 

20,701  48 

1,658  08 
19.154  31 

36  01 
1,025  63 

109  91 
002  44 

Unspcurotl. 
Secured. 

11,386  39 

2,843  94 
16,642  18 

1.017  50 
7.466  17 

39  S3 

019  18 

79  30 
392  70 

Unsecurwi. 
Secured. 

3,000  00 

842  2S 
5,950  65 

955  31 
11,187  57 

22  SO 
377  01 

54  50 
345  79 

Unsecure<l. 
Secured. 

27.500  00 

20,870  22 

49,025  05 
1,775  00 

1.311  05 
62  25 

1.194  10 
99  89 

Unsocureil. 
Secure*!. 

15.481  00 

5,312  :iO 
io,;wi  12 

6.442  00 
2.665  50 

245  78 
93  00 

494  90 
231  30 

Unsecured. 
Seciirod. 

i'MMO  95 


Out  of  Town  Agencies. 


tt,4l2  24 
21,802  60 


$4,270  17 
23.288  65 


$147  04 
2.203  94 


$228  24 
2.077  70 


Unsoourod. 
Soourod. 


'i'lic  rdlldwiiii;  :ii-c  cxtriict.--  t'rdiii  a  r(|)<)rt  of  the  Kiisscii  Sage 
i^'oundatioii,  tiic  result  of  :iii  iii\  est  i^.it  inn  made  by  Mr.  ('.  W. 
Wa.ssam,  who  said:  — 
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The  first  aim  of  the  investigation  has  been  to  establish  the  fact  whether 
there  exists  a  real  need  for  such  services  as  these  afforded  by  salary  loan 
companies.  On  certain  grounds  it  is  easy  to  show  that  such  a  need  exists, 
and  that  it  is  not  met  by  banks,  savings  institutions  and  other  agencies 
which  supply  the  demand  for  funds  in  everyday  business.  These  agencies 
are  at  the  service  of  a  man  of  property  when  an  exigency  arises;  but  no 
such  accommodation  is  available  for  the  man  in  a  similar  situation  who 
possesses  no  other  property  than  a  possible  meager  household  equipment, 
and  who  can  offer  no  further  guarantee  of  solvency  than  a  lien  on  his 
weekly  wage.  His  necessities  are  real,  and  very  often,  if  they  are  not  to 
be  met  by  charity,  borrowing  is  the  only  medium  through  which  they 
can  be  satisfied.    The  salary  lean  is  a  logical  response  to  this  need. 

The  investigator  says,  furthermore :  — 

The  rate  of  interest  should  always  be  proportional  to  the  risk  taken 
and  the  expense  involved.  The  following  schedules  are  an  attempt  to 
estimate  the  capital  invested  and  the  annual  operating  expense  of  a 
typical  salary  loan  office :  — 


Schedule  A.  —  Estimated  Amount  of  Capital  invested  in  a  Typical  Salary  Loan 

Office. 

Loanable  funds, $9,500 

Initial  expenses:  — 

Office  furniture  and  fixtures  (including  safe,  desks,  chairs, 

rugs,  etc.) $450 

Legal  papers  and  registration  charges,    ....  50 

500 


Total  amount  of  capital  invested,    . 


$10,000 


ScHEDTiLE  B.  —  Estimated   Operating   Expenses   per  Annum   of  a    Typical  Salary 

Loan  Office. 
Wages  and  salaries :  — 

Manager, .  .  $750 


Cashier, 
Investigator, 
Collector,    . 

Rent, 

Advertising, 

Commissions, 

Legal  expenses, 

Stationery  and  printing, 

Postage,  telephone,  telegraph, 

Depreciation  of  office  furniture  and  fixtures. 

Insurance,  ..... 

Miscellaneous,    ..... 


600 
600 
500 


$2,450 

1,000 

2,000 

1,000 

150 

125 

125 

75 

25 

50 


Total  operating  expenses. 


$7,000 
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Judging  from  the  salary  allowed  for  a  competent  manager 
and  other  items,  the  expense  estimations  seem  to  be  very  con- 
servative. The  Foundation  report  shows  that  to  run  a  loan 
office  of  810,000  the  necessary  expense  is  87,000  a  year.  In 
other  words,  a  loan  office  with  a  capital  of  810,000  must  charge 
and  collect  at  the  rate  of  70  per  cent,  per  annum,  or  approxi- 
mately 6  per  cent,  per  month,  to  pay  mere  exj^enses. 

The  lesson  drawn  from  the  figures  presented  by  the  ac- 
countant of  this  department,  and  by  Mr.  Wassam,  is  that  at  a 
3  per  cent,  rate,  in  order  to  do  the  business  profitably,  it  is 
necessary  for  a  company  engaged  in  the  business  to  have  a 
large  capitalization  and  be  able  to  keep  the  money  at  work,  in 
connection  with  which  there  must  be  efficient  management, 
which  means,  of  course,  giving  to  the  business  every  possible 
economical  consideration. 

With  the  former  rates  it  was  possible  for  a  lender  with  a  very 
small  capitalization  to  earn  at  least  a  living,  but  under  the  new 
order  of  things  the  day  of  making  money  in  the  small  loans 
business  with  a  small  capitalization   appears  to  have  passed. 

Complaints  were  filed  with  this  office  Dec.  7,  1915,  by  George 
A.  Flynn,  assistant  corporation  counsel  of  the  city  of  Boston, 
that  Louis  S.  Levi  of  Boston,  doing  a  business  of  making  small 
loans  as  the  Fidelity  Investment  Company,  43  Tremont  Street, 
had  filed  witji  the  city  treasurer  since  April  11,  1914,  thirty- 
nine  copies  of  alleged  assignments  of  wages  of  city  employees, 
mostly  laborers  earning  815  a  week,  each  one  of  these  assign- 
ments purporting  to  be  given  to  secure  a  loan  of  8325.  A  list  of 
the  alleged  assignments,  giving  names  of  assignors  and  dates  of 
the  assignments,  was  forwarded. 

Counselor  Flynn  stated  that  lie  had  talked  with  the  assigjiors 
and  foiiiul  that  in  no  case  was  the  sniii  stated  in  tin-  so-ti-rnied 
a.ssigjiment  the  amount  of  the  loan;  tiiiit  the  loan  was,  in  fact, 
in  most  instances,  under  8100,  and  in  no  case  amounted  to  8300. 
He  declared  the  alleged  assignments  did  not  comply  with  tlie 
small  loans  act,  ajid  tjir  amount  stated  on  tlieir  face  was,  in  his 
opinion,  inserted  t(»  evade  eoini)lianee  with  tlu'  re(iuir(Mnents  of 
the  statutes  regulating  the  making  of  small  loans. 

Acting  in  Ixliall'  of  the  city  of  Hoston  he  lih'd  eoni])laint 
askijig  that   a   time  lie  hxed  and  i)hiee  be  proNided  for  a  ])ul)lie 
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hearing,  and  that  said  Louis  S.  Levi  be  notified  to  be  present 
with  all  his  papers  and  books,  and  submit  himself  for  examina- 
tion in  relation  to  said  loans;  and  he  requested  that  if  the  facts 
alleged  in  the '  complaint  were  found  to  be  true,  the  license  of 
the  said  Louis  S.  Levi,  heretofore  granted  by  this  ofiice,  be  re- 
voked. 

A  similar  complaint  was  made  by  Counselor  Flynn  against 
L  M.  Strauss  of  Boston,  doing  a  business  of  making  small  loans 
at  7  Water  Street,  this  city,  where  twelve  alleged  assignments 
of  wages  of  city  employees,  which  purported  on  their  face  to  be 
given  to  secure  loans  of  $305  each,  had  been  given.  Counselor 
Flynn  stated  that  on  examining  the  facts  surrounding  the  exe- 
cution of  said  assignments  he  found  that  the  loans  for  which 
these  assignments  were  given  to  secure  in  no  case  exceeded 
$300,  and  were  in  most  cases  between  $25  and  $50.  He  said 
that  several  of  the  assignors  informed  him  that  they  signed 
papers  in  blank,  and  were  not  given  copies  of  the  assignments. 
In  other  respects  his  complaint  was  practically  the  same  as  that 
entered  in  the  case  of  Louis  S.  Levi,  and  he  asked  for  a  hearing 
and  the  presence  of  Mr.  Strauss,  with  all  his  papers  and  books 
in  relation  to  said  loans,  for  an  examination  thereon,  and  asked 
that  as  in  the  other  case,  if  the  facts  alleged  in  the  complaint 
were  true,  the  license   of  the  said  I.  M.  Strauss  be  revoked. 

Several  hearings  were  held  in  one  of  the  committee  rooms  at 
the  State  House,  with  the  result  that  it  was  found  that  the 
charges  made  by  Counselor  Flynn  were  sustained;  that  there 
had  been  violated  not  only  the  rules  and  regulations  of  this 
office,  but  certain  provisions  of  the  small  loans  act,  and  the 
licenses  granted  to  the  lenders  complained  of  were  revoked 
Jan.  3,  1916. 

Upon  complaint  of  Representative  Charles  F.  Rowley  against 
the  City  Loan  Company,  located  at  630  Washington  Street, 
Boston,  a  hearing  was  held  upon  charges  of  a  violation  of  the 
rule  and  regulation  which  provides  that  — 

No  lender  shaU  ask  for,  or  receive,  or  have  in  his  possession  any  un- 
filled notes,  or  any  incomplete  form  or  incomplete  paper  bearing  the 
signature  of  a  borrower,  or  any  note  other  than  the  true  evidence  of  the 
obKgation  incurred  by  the  borrower  at  the  time  when  the  money  was 
delivered  to  the  borrower. 
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The  company's  representative  admitted  that  there  had  been 
such  violations,  but  asserted  that  it  was  due  to  carelessness 
upon  the  part  of  a  clerk.  In  view  of  the  fact  that  no  com- 
plaint had  ever  before  been  lodged  against  the  company  it  was 
felt  that  a  mild  punishment  would  meet  the  requirement,  and 
on,  Oct.  23,  1916,  the  license  of  the  company  to  do  business  as  a 
licensed  money  lender  under  the  small  loans  act  was  suspended 
for  one  week  from  that  date  for  violation  of  the  rule  and  regu- 
lation referred  to. 

Three  borrowers  entered  a  complaint  against  Frank  A.  Nuss 
of  Boston  for  violation  of  the  small  loans  act,  and  furnished 
sufficient  evidence  that  he  had  made  two  or  more  loans  where 
the  expense  to  the  borrower  exceeded  12  per  cent,  per  annum, 
and  as  he  was  not  licensed  to  engage  in  the  small  loans  business 
he  had  violated  the  small  loans  act.  Hon.  Thomas  J.  Boynton, 
attorney  for  this  department,  caused  Mr.  Nuss  to  be  summoned 
into  the  Roxbury  Police  Court  Sept.  21,  1916,  where  he  pleaded 
guilty  to  the  charges  brought,  and  upon  the  payment  of  the 
costs  his  case  was,  by  the  court,  placed  on  file,  leaving  the 
matter  in  such  a  position  that  if  Mr.  Nuss  offends  again  he  can 
be  called  before  the  court  and  sentenced  on  this  case  without 
further  proceedings. 

Chapter  727,  section  17,  of  the  Acts  of  1911,  as  amended  by 
the  Acts  of  1913,  chapter  347,  section  2,  provides  that  — 

In  prosecutions  under  thi.s  act  the  fact  that  the  defendant  has  made  or 
assisted  in  the  making  of  two  or  more  loans  of  three  hundred  dollars  or 
less  upon  wliicli  there  has  directly  or  indirectly  been  paid  or  charged  for 
interest,  hrf)kcrage,  recording  fees,  commissions,  services,  extension  of 
loan,  forbearance  to  enforce  payment  or  other  expenses,  a  sum  which 
exceeds  in  the  aggregate  an  amount  equivalent  to  twelve  per  cent,  per 
annum  upon  the  amount  actually  received  by  the  borrower,  whether 
such  sum  has  been  jiaid  to  or  charged  hy  tlic  defendant  or  paid  to  or 
cliarged  by  any  other  person,  partnership,  corjioration  or  a.^sociation 
shall  be  prima  facie  evidence  that  the  defendant  has  engaged  in  and 
carried  on  the  business  of  making  loans  to  whicli  tli(>  provisions  of  lliis 
act  ajiply. 

Based  upon  that  section  was  the  case  of  Kramer  r.  Davis. 
On  Sept.    If),    191.-),  tlic  i)hiintiir  loaned   the  defendant  8200, 

taking    in    return    a     note    for    .S2.")()    i)ayablc    in    three    nionths 
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without  interest.  Prior  to  the  above  date,  but  within  two 
years,  the  defendant  had  in  return  for  a  loan  from  the  plaintiff 
given  him  a  note  for  $100  payable  in  two  months  at  a  rate  of 
interest  greater  than  12  per  cent.  The  plaintiff  was  engaged  in 
a  real  estate  business,  and  invested  some  of  his  money  in 
numerous  mortgages  on  real  estate  at  a  rate  of  interest  greater 
in  no  case  than  6  per  cent,  per  annum. 

The  case  was  tried  before  Judge  A.  K.  Cohen,  who  rendered 
a  finding  for  the  plaintiff.  On  the  above  evidence  the  judge 
found  as  a  fact  that  the  plaintiff  was  not  engaged  in  the 
business  of  making  small  loans  within  the  statute. 

The  defendant  laid  particular  stress  on  the  provision  of  the 
statutes,  which  makes  a  loan  under  $300  at  a  rate  of  interest 
greater  than  12  per  cent,  by  an  unlicensed  person  void;  also 
upon  that  section  of  the  statute  which  provided  that  in  prose- 
cution under  the  act,  the  fact  that  the  lender  had  made,  or 
assisted  in  the  making  of,  two  or  more  loans  of  $300  or  less  was 
prima  facie  evidence  that  the  lender  had  engaged  in  the  busi- 
ness. The  defendant  argued  that  in  the  case  at  bar  the  plaintiff 
being  unlicensed  admittedly  made  two  small  loans  to  the  de- 
fendant carrying  interest  at  a  rate  greater  than  12  per  cent., 
loaning  money  in  addition  in  several  instances  at  a  rate  of  6 
per  cent,  or  less;  that  while  the  statute  did  not  specifically 
provide  that  proof  of  two  or  more  small  loans  at  a  rate  of 
interest  greater  than  12  per  cent,  constituted  a  prima  facie  case 
in  civil  suits,  the  fact  that  it  was  provided  in  criminal  prosecu- 
tions suggested  by  analogy  a  similar  construction  in  civil  suit; 
that  the  suit  at  bar  was  in  the  nature  of  a  penal  action  almost 
amounting  to  criminal  prosecution;  that  a  prima  facie  case 
being  made  out  to  the  defendants  by  proof  of  the  two  small 
loans  referred  to,  the  evidence  introduced  by  the  plaintiff  of  his 
other  financial  transactions  confirmed  rather  than  rebutted  the 
defendant's  case. 

The  defendant  appealed  and  argued  along  the  above  line  to 
the  upper  division  of  the  municipal  court,  which,  however,  sus- 
tained the  single  judge's  verdict.  The  judges  based  their 
opinion  solely  upon  the  point  that  it  was  within  the  province  of 
the  single  judge  to  find  as  a  fact  that  the  plaintiff  was  not  en- 
gaged in  the  business  of  making  small  loans,  and  that  having 
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found  so  his  decision  was  final.  The  appellate  court  did  not 
pass  upon  the  question  of  law  raised  by  the  defendant  as  to 
whether  the  making  of  two  or  more  loans  was  prima  facie 
evidence  in  civil  cases.  Such  a  finding  was  not  necessary  in 
view  of  their  resting  their  decision  on  the  basis  of  the  single 
judge's  finding  of  fact.  The  single  judge  informally  expressed 
his  opinion  that  the  section  of  the  statute  in  regard  to  prima 
facie  evidence  applied  only  to  criminal  cases,  and  was  at  any 
rate  nothing  more  than  prima  facie  evidence  which  could  be  re- 
butted. 

Investigation  but  emphasizes  that  under  existing  rates,  in 
order  to  make  licensed  money  lending  profitable,  it  will  be 
necessary  for  a  less  number  of  agencies  to  be  engaged  in  the 
business,  and  that  they  be  provided  with  a  larger  working 
capital  than  heretofore. 

Thirty-two  licensed  money  lenders  who  were  engaged  in  the 
business  up  to  Sept.  30,  1916,  when  the  license  year  closed,  did 
not  renew  their  license,  declaring  that  the  3  per  cent,  rate  was 
for  them  a  losing  venture.  All  of  them  were  in  the  unsecured 
class  of  business.  A  few  of  them  have  gone  into  the  business  of 
selling  credit  to  be  utilized  by  those  who  desire  to  take  advan- 
tage of  the  opportunity  given  to  make  store  purchases,  and 
such  former  lenders  declare  that  they  find  that  far  more  profit- 
able than  being  engaged  in  the  money-lending  business  at  the 
legal  rates. 

There  are  engaged  in  the  making  of  small  loans  twelve  Morris 
Plan  companies,  which  is  eight  more  than  were  in  the  business 
last  year. 

There  was  expended  the  past  year  for  the  maintenance  of  this 
department  S9,230.10.  There  has  been  jjaid  into  the  treasury 
of  the  Commonwealth  §10,400  for  licenses  issued  from  Sept.  30, 
1916,  to  Sept.  30,  1917,  and  other  applications  are  to  be  con- 
sidered. 'J'his  department  since  its  organization  five  years  ago 
has  paid  into  the  State  treasury  S21,S97.r)3  more  than  its  ex- 
pense of  maintenance. 

EKANK   II.   rOPE, 
Supervisor  of  Loan  .lf/c/icic.<. 
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ANNUAL  REPORTS  OF  CHARTERED 
COMPANIES. 


Workingmen's  Loan  Association. 

Loans  outstanding  Sept.  30,  1916, $226,284  63 

Assets, $263,131  84 

Amount  of  loans  made, $189,629  36 

Number  of  loans  made, 2,924 

Average  size  of  loan,  .       .       .       .       .       .       .       .       .  $64  85 

Average  income  of  loan, $12  83 

Average  cost  of  loan, $10  88 

Total  income, $37,525  30 

Total  expense, 31,837  40 

In  favor  of  income, $5,687  90 

Expenses  itemized :  — 

Rent, $1,764  00 

Salaries, •       •  $4,999  92 

Wages, $8,031  34 

Taxes, $2,732  82 

Dividends,        .       .'       .                             ,        .       .        .  $7,500  00 

Remainder  in  other  items,                                          ■  $6,809  32 

Number  of  salaried  persons, 2 

Average  salary  per  year, $2,499  96 

Number  of  wage  earners, 9 

Average  wage  per  year, $892  37 

Worcester  Collateral  Loan  Association. 

Loans  outstanding  Sept.  30,  1916, $103,710  18 

Assets, $115,998  32 

Amount  of  loans  made, $104,985  39 

Number  of  loans  made, 1,799 

Average  si:  e  of  loan, $58  35 

Average  income  of  loan, $11  49 

Average  cost  of  loan, - .       .       .  $9  01 

Total  income, $20,678  24 

Total  expense, 16,218  26 

In  favor  of  income,     .        .        .      ■ .        .        .       .       .  $4,459  98 
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Expenses  itemized : 

Rent, 

Salaries,    . 

Wages, 

Taxes, 

DiWdends, 

Remainder  in  other  items, 
Number  of  salaried  persons, 
Average  salary  per  year,    . 
Nimiber  of  wage  earners,  . 
Average  wage  per  year, 


Collateral  Lo.\]s'  Company. 
Loans  outstanding  Sept.  30,  1916, 

Assets, 

Amount  of  loans  made. 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan,     . 
Average  cost  of  loan, 


Total  income, 
Total  expense, 

In  favor  of  income, 


Expenses  itemized :  — 

Salaries,    .... 

Taxes,       .... 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons. 
Average  salary  per  year,    . 


$797  43 

S2,400  00 

S3,29S  00 

Sl,420  95 

S4,212  00 

S4,089  88 

1 

S2,400  00 

3 

Sl,099  33 

81,228,104  OS 

§1,515,582  18 

82,767,939  10 

104,487 

826  49 

81  61 

81  47 

$168,618  59 

153,487  04 

$15,131  55 

$25,028  86 

$24,393  48 

$99,000  00 

85,064  70 

17 

$1,472  28 
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REPORT. 


Office  op  the  Supervisor  of  Loan  Agencies, 
Room  421,  State  House,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter 
727  of  the  Acts  of  1911,  I  have  the  honor  to  submit  the  seventh 
report  of  this  department. 

With  the  near  approach  of  the  close  of  my  term  of  office 
of  three  years  it  is  but  natural,  it  seems  to  me,  to  adopt  the 
retrospective,  with  the  view  of  surveying  the  immediate  past 
and  noting  what,  if  any,  salient  changes  have  been  made  in 
the  conduct  of  the  office  having  a  tendency  to  carry  out  the 
purposes  for  which  this  department  was  created,  namely,  the 
protection  of  borrowers  whose  indigent  circumstances  compel 
them  to  become  borrowers  of  money  from  licensed  money 
lenders  in  order  to  meet,  in  most  instances,  pressing  demands 
by  those  to  whom  they  are  indebted  as  the  result  of  sickness, 
death  and  other  circumstances,  wherein,  in  many  instances, 
they  have  no  control  over  any  part  of  the  attending  conditions. 

When  I  assumed  the  duties  of  Supervisor  of  Loan  Agencies, 
Jan.  25,  1915,  this  department  was  in  charge  of  George  C, 
Neal,  Deputy  Chief  of  the  District  Police,  who  three  weeks 
prior  to  that  time  had  been  appointed  by  Governor  David  I. 
Walsh  to  have  charge  of  the  department  pending  the  appoint- 
ment of  a  supervisor  to  succeed  Hon.  E.  Gerry  Brown,  whose 
term  of  office  expired  in  December. 

Coming  into  the  ofiice,  and  having  no  knowledge  of  the  law 
which  created  it,  or  of  the  rules  and  regulations  established 
for  its  purposes  and  for  the  guidance  of  licensed  money  lenders. 
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there  certainly  was  much  to  learn  relative  to  the  business.  It 
soon  developed  that  there  were  many  complexities  to  be  under- 
stood, many  problems  to  be  solved,  and  much  to  be  done  even 
by  way  of  pioneer  work,  for  this  State  was  the  first  one  in 
the  country  to  undertake  the  control  of  the  money-lending 
business  by  the  appointment  of  a  supervisor  for  that  special 
purpose.  It  was  quickh'  discerned  that  what  many  borrowers 
needed  most  was  protection  against  themselves  because  of  their 
lack  of  appreciation  of  what  might  be  done  by  way  of  self- 
protection.  It  was  not  long  before  the  conclusion  was  reached 
that  borrowing  with  many  had  become  such  a  fixed  habit  that 
it  amounted  practically  to  a  disease,  for  they  never  seemed 
contented  unless  in  debt.  This  fact  was  emphasized  by  re- 
peated illustrations  of  borrowers,  who  were  unable  to  extricate 
themselves  from  their  dilemma  except  through  the  suggestions 
and  aid  of  this  department,  for  which  they  expressed  profound 
appreciation,  the  echoes  of  which  would  hardly  die  away  be- 
fore their  names  would  again  be  found  upon  the  reports  of  the 
money  lenders  submitted  to  this  oflSce. 

It  required  but  very  little  study  of  the  phase  of  borrowing 
associated  with  the  licensed  money-lending  business  to  de- 
termine that  the  great  bane  was  the  inability  of  the  average 
borrower  ever  to  accumulate  the  amount  of  his  loan,  and  it 
was  very  obvious  that  something  ought  to  be  done  to  ol)viate 
this  hardship.  The  average  wage  earner,  earning  between  SI 5 
anfl  $20  a  week,  who  is  married  and  has  two  or  three  small 
children,  found  the  demands  upon  his  weekly  stipend  so  ex- 
cessive that  there  was  no  possible  way  by  which  he  could  cAcr 
hope  to  accumulate  the  amount  of  his  loan.  This  was  csjie- 
cially  emphasized  under  the  old  order  of  things  when  ])a])er 
charges  were  allowed,  A\-liicli  ])ass('(l  info  the  discard  as  a 
result  of  the  j)assage  of  the  3  ])er  cent,  jx-r  month  law,  June 
16,  101  (i. 

After  gi\iiig  thai  matter  carci'iil  consideration,  it  was  iinally 
decided  by  this  office  to  establish  a  rule  thereby  all  loans  up 
to  and  ineliidiug  .550  might  be  ])aid  ui)on  an  iiistidliiicnt  sys- 
tem, such  iiistalhneuts  to  be  paid  weekly  or  monthly.  It  wa.s 
stated  in  tiie  rule  ^\•||.•lt  percentai^e  of  the  loan  ought  to  be 
pind  each  M'cck  or  nionlli,   hut    the  payment   of  said   jx'rcentage 
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was  not  mandatory,  for  experience  had  shown  that  not  in  all 
cases  was  it  possible  for  all  borrowers  to  meet  such  a  situation, 
because  many  of  them  had  large  families  and  were  unable 
except  by  making  some  sacrifices  to  meet  even  payments  smaller 
than  the  percentage  suggested.  In  many  instances  positive 
sacrifices  were  made  pending  the  final  settlement,  yet  with 
each  payment  the  borrower  had  the  satisfaction  of  knowing 
that  there  was  a  slight  lessening  of  the  burden  of  debt,  that 
his  responsibility  was  slowly  but  surely  growing  less,  and  that 
by  clinging  tenaciously  to  that  method  of  payment,  ultimately 
he  could  work  out  his  financial  salvation  and  absolve  himself 
from  all  suggestions  of  indebtedness. 

This  method  proved  to  be  an  exceedingly  fortunate  one  for 
the  heavily  involved  borrower,  especially  to  the  one  who  might 
be  indebted  to  several  money  lenders,  thereby  involving  him 
in  such  a  manner  as  to  make  his  position  to  him  seemingly 
inextricable,  and  yet  by  the  installment  system  he  was  able  in 
time  to  meet  all  of  his  obligations.  It  is  estimated,  and  this 
is  believed  to  be  conservative,  that  at  least  10,000  loans  were 
settled  in  this  manner  through  arrangement  with  this  ofiice, 
while  other  thousands  of  loans  were  settled  as  the  result  of 
arrangement  between  borrower  and  lender,  the  former  taking 
due  advantage  of  the  privilege  and  the  opportunity  given  him, 
whereas  had  the  old  order  of  things  continued,  his  borrowing 
debts  would  have  followed  him  to  his  grave. 

With  the  enactment  of  the  3  per  cent,  law,  while  there  was  a 
decrease  in  the  interest  rate,  there  was  also  a  lessening  of  the 
amount  which  the  borrower  had  to  pay  to  the  lender  in  addi- 
tion to  the  amount  of  the  loan  through  the  elimination  of  the 
paper  charge  of  15  per  cent,  per  month  in  the  case  of  a  $10 
loan,  a  10  per  cent,  charge  once  in  three  months  on  all  un- 
secured loans  above  $10,  and  a  10  per  cent,  charge  once  in 
four  months  on  secured  loans,  that  is,  loans  secured  by  mort- 
gages on  personal  property.  The  removal  of  the  paper  charge 
had  a  very  significant  and  beneficial  effect  upon  the  borrowers. 
Since  the  enactment  of  the  3  per  cent,  law  most  of  the  lenders 
have  preferred  that  payments  be  made  on  the  installment 
system,  for  it  leads  to  more  frequent  intercourse  between  bor- 
rower and  lender,  the  former  can  more  readily  keep  track  of 
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the  latter,  who  realizes  that  such  a  method  of  payment  is  in 
reality  a  boon  to  him,  and  the  lender  appreciates  seeing  his 
money  returning  that  it  may  be  put  out  again.  Although 
giving  him  no  greater  chance  for  interest  return  yet  that  method 
gives  him  a  wider  field  of  business  clientele,  so  that  now  the 
installment  method  of  paying  is  far  more  closely  affiliated 
with  the  business  than  ever  before. 

^Yhen  the  law  creating  this  ofiice  was  enacted  the  sponsors 
of  the  law  had  in  mind  only  the  relationship  which  the  law 
would  bear  to  the  class  of  money  lenders  whom  it  was  deemed 
necessary  should  be  licensed.  In  the  wildest  flights  of  the  im- 
agination of  the  creators  of  the  law  it  was  never  thought  that 
it  could  be  made  applicable  to  national  banks,  trust  companies 
and  money-lending  organizations  of  the  type  of  the  Morris  Plan 
companies,  and  other  companies  doing  a  similar  business. 

The  Morris  Plan  companies,  through  their  advertisements, 
convey  the  impression  that,  while  they  loan  money  at  6  per 
cent,  discount,  and  2  per  cent,  investigation  fee,  such  is  the 
limit  of  expense  to  the  borrower.  In  their  advertisements  it 
is  also  stated  what  percentage  of  the  loan  shall  be  repaid 
weekly.  The  analj'tical  mind  at  once  grasps  the  fact  that 
with  a  charge  of  6  or  8  per  cent.,  and  repaying  the  amount 
of  the  loan  in  weekly  installments,  the  ultimate  expense  to 
the  borrower  is  very  much  greater  than  such  percentages.  The 
contention  of  this  office  was  that  the  exjx'nse  to  the  borrower 
was  in  excess  of  12  per  cent.,  which  is  the  maximum  interest 
rate  which  can  be  charged  by  an  iniJiccnscMl  iiioiu-y  Kinder  in 
this  State;  in  fact  it  was  pointed  out  that  the  expense  to  the 
borrower  was  19.2  per  cent.,  and  that  with  certain  fines  im- 
posed the  expense  of  a  borrower  could  be  carried  to  a  point 
where  it  would  be  wry  much  in  excess  of  that  amount.  There 
are  instances  where  the  fines  added  to  the  interest  charge 
cause  the  expense  to  the  borrower  to  run  as  hiirh  as  'My  per 
cent.  The  contention  of  the  Morris  Tlaii  ix-oj)!!-  ^\as  that  they 
wvvv  under  the  Icijal  limit,  and,  therefore,  should  not  be  li- 
censed. I''inally  it  Avas  decided  that  the  matter  should  be 
settled  by  a  rieeision  From  .\Honiey-(  ieneral  lleni-y  ('.  Attwill, 
and  lie  ciiimided  e\a(il\'  ^\•itll  tlie  a  lew  of  this  (lei)artmenl, 
A\lii<li    was   based    n])oii    mat  liemat  ical    ealenlal  ions. 
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In  1916  this  office  secured  legislation  authorizing  it  to  estab- 
lish a  standardized  system  of  bookkeeping  for  the  money 
lenders,  which  necessity  was  clearly  shown  as  the  result  of 
investigations  by  certified  public  accountants,  under  the  di- 
rection of  this  office,  of  the  bookkeeping  methods  of  the  money 
lenders,  which  were  found  to  be  decidedly  defective.  This 
office  also  secured  legislation  authorizing  the  appointment  of 
an  accountant  as  a  part  of  the  office  force  for  the  purpose  of 
keeping  absolutely  in  close  touch  with  the  books  and  the 
accounts  of  the  money  lenders,  which  should  have  properly 
formed  a  part  of  the  office  force  at  the  outset.  The  Bank 
Commissioner  is  authorized  by  law  to  examine  the  accounts 
of  the  trust  companies,  savings  banks,  co-operative  banks  and 
credit  unions,  and  has  accountants  for  that  purpose.  The 
State  Auditor's  department  has  supervisors,  who  have  access 
to  the  books  and  accounts  of  all  of  the  activities  of  the  State, 
for  the  purpose  of  establishing  proper  financial  and  adminis- 
trative accounting  systems.  In  this  department  it  seemed  as 
if  an  accountant  was  imperatively  needed,  and  experience  has 
clearly  demonstrated  the  fact,  yet  for  the  first  five  years  of  its 
life  no  such  person  was  identified  with  it.  Necessity  for  such 
was  clearly  evident  to  me  soon  after  assuming  the  duties  of 
Supervisor  of  Loan  Agencies. 

The  law  provided  that  the  Supervisor  should  have  access 
to  the  books  and  papers  of  licensed  money  lenders  at  any  and 
all  times,  and  that  he  could  have  their  accounts  investigated 
by  an  accountant,  the  expense  of  which  must  be  met  by  the 
money  lenders.  When  this  office  sought  to  get  information 
through  certified  public  accountants,  while  the  information  was 
secured,  to  have  continued  along  that  line  whenever  informa- 
tion was  desired,  and  compel  the  money  lenders  to  meet  the 
bills,  would  have  resulted  in  an  expense  to  them  which  they 
could  not  possibly  meet.  As  it  was,  the  bill  which  was  rendered 
for  the  investigation  of  16  money-lending  offices  by  very  high- 
priced  accountants  practically  exhausted  the  treasury  of  the 
money  lenders'  association.  The  Legislature  was  so  impressed 
finally  with  the  arguments  presented  advocating  the  creation 
of  an  accountant  for  this  department  that  authority  was 
granted  without  any  hesitation. 
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Another  significant  improvement  was  the  result  of  a  new- 
method  of  meeting  the  expenses  of  foreclosures.  Not  a  great 
while  after  continuing  my  probe  into  the  money-lending  busi- 
ness, and  of  the  attendant  circumstances,  I  found  that  some 
agents,  either  attorneys,  constables  or  deputy  sheriffs,  to  whom 
money  lenders  turn  when  desiring  to  foreclose  mortgages  on 
household  furniture,  made  a  practice  of  charging  what  seemed 
to  me  to  be  exorbitant  amounts  for  work  done  preliminary 
to  actual  foreclosure,  and  which  had  always  been  permitted. 
Sometimes  there  would  be  a  preliminary  expense  of  from  S15 
to  S25.  Attorney's  fees  would  be  charged;  in  fact  expense 
upon  the  head  of  expense  would  accumulate.  Realizing  that 
I  had  no  jurisdiction  over  constables  appointed  by  the  mayor 
of  Boston,  or  bj^  authorities  of  other  localities,  or  over  deputy 
sheriffs  appointed  by  high  sherift's,  or  over  attorneys  acting  as 
money  lenders'  agents,  I  appreciated  that  I  could  say  to  all 
applicants  for  licenses  that  the}'  would  not  be  granted  unless 
with  the  understanding  that  this  office  could  establish  the 
rates  which  could  be  charged  by  said  constables,  deputy 
sheriffs,  etc.  In  order  to  reach  a  fair  decision  as  to  just  costs, 
I  called  in  consultation  Assistant  Attorney-General  Arthur  E. 
Seagraves  and  Charles  F.  Hale,  one  of  the  better  known  con- 
stables in  Boston,  whose  rates  had  always  been  reasonable, 
and  who  has  ever  worked  in  hearty  co-operation  witii  this 
department.  The  result  of  the  conference  was  that  a  rule 
was  promulgated  to  the  effect  that  in  foreclosure  proceedings 
the  representative  of  a  licensed  money  lender  cannot  receive 
an  amount  exceeding  $5.50,  to  include  travel,  for  whatever 
action  might  be  taken  preliminary  to  foreclosure,  whether  it 
be  writing  one  or  twenty  lett(Ts,  niakinc:  one  or  a  dozen  visits 
to  seek  to  collect  the  ;iniouiit  (hi(\  In  cmsc  of  foreclosure  the 
only  other  charges  are  to  be  the  cost  of  advertising  foreclosure, 
as  required  by  law  when  the  proper  ])ersons  cannot  be  located 
for  personal  service,  and  a  reasonable  expense  for  team  hire, 
assistants  or  keeper,  siicli  eli;irge  io  represent  expenses  actually 
incurred  in  the  foreclosure  j)rocec(liiigs,  all  such  cxi)(Mises  to  be 
submit t<'(l  to  the  Supervisor  of  Loan  Agencies  in  an  itemized 
iiccouiil  for  liis  .•ip|)ro\  ;il.  Tliis  niic,  wiiiie  prexciiting  some 
agents  from   getliiiu:  ;iM\\\lierc   near  as  iinicli   as  they   had   been 


1918.]  PUBLIC  DOCUMENT  —  No.  95.  9 

collecting  for  actual  services,  has  worked  out  to  the  entire 
satisfaction  of  all  concerned,  has  been  a  great  saving  to  un- 
fortunate borrowers  who  suffered  the  inconvenience  and  hard- 
ship of  foreclosure,  and  proved  to  be  a  long  step  in  that 
direction  which  seemingly  should  have  been  traveled  before. 
The  aforesaid  are  some  of  the  more  important  features  asso- 
ciated with  my  administration  of  the  office  of  Supervisor  of 
Loan  Agencies  to  1917. 

There  were  introduced  into  the  Legislature  of  this  year  sev- 
eral bills  which  sought  to  amend  the  law  which  established  3 
per  cent,  per  month  as  the  maximum  sum  to  be  charged  by 
money  lenders.  The  most  significant  effort  was  that  upon  the 
part  of  the  Morris  Plan  companies  to  establish  "industrial 
banks."     The  salient  features  of  the  petition  were  that  — 

Every  industrial  bank  shall  be  bound  to  exercise  by  its  board  of  di- 
rectors, or  duly  authorized  officers  or  agents,  subject  to  law,  all  such 
powers  as  shall  be  necessary:  — 

First,  to  lend  money  and  discount  notes  and  to  discount  interest  thereon 
in  advance  at  the  rate  of  6  per  cent,  per  annum;  and  in  addition  to  re- 
ceive weekly  or  monthly  installments  on  its  certificates  of  indebtedness 
or  of  investment  purchased  by  the  borrower  simultaneously  with  the 
said  loan  transaction  or  otherwise,  and  place  with  the  corporations  as 
security  for  the  said  loan,  with  or  without  an  allowance  for  interest  on 
such  installments. 

Second,  to  sell  or  negotiate  bonds,  notes,  certificates  of  indebtedness 
or  of  investment  and  choses  in  action  for  the  payment  of  money  at  any 
time,  either  fixed  or  uncertain;  and  to  receive  payments  therefor  in 
installments  or  otherwise,  with  or  without  an  allowance  for  interest  on 
each  installment. 

Third,  to  buy  or  sell  choses  in  action  of  any  form  or  choses  in  action 
of  any  person,  firm  or  corporation. 

Fourth,  to  charge  for  a  loan  made  pursuant  to  this  section  $1  for  each 
$50  or  fraction  thereof  loaned  for  expenses,  including  any  examination 
or  investigation  of  the  character  and  circumstances  of  the  borrower, 
co-maker  or  surety  and  the  indorser,  and  to  make  acknowledgment  of 
necessary  papers  or  other  expenses  in  making  the  loan;  no  charge  to  be 
collected  unless  a  loan  had  been  made  as  the  result  of  such  examination 
or  investigation. 

It  was  further  provided  that  the  provisions  of  chapter  727 
of  the  Acts  of  1911,  entitled  "An  Act  to  regulate  the  business 
of  making  small  loans,"  as  amended  by  subsequent  chapters. 
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should  not  apply  to  corporations  incorporated  under  the  pro- 
visions of  the  bill  presented,  and  the  "industrial  banks,"  if 
created,  were  to  be  placed  under  the  direction  of  the  Bank 
Commissioner. 

It  required  but  very  little  penetration  to  see  that  the  pur- 
pose of  the  bill  was  to  take  the  "industrial  banks,"  if  they 
should  be  created,  out  of  the  supervision  of  this  department 
and  place  them  under  the  supervision  of  the  Bank  Commis- 
sioner, whereby  they  would  not  be  compelled  to  take  out  a 
license  in  order  to  do  business,  and  would  not  be  regarded  as 
"money  lenders"  as  usually  interpreted.  It  was  easily  dis- 
cernible that  were  the  bill  enacted  into  law  it  would  create 
a  very  positive  breach,  in  fact  it  would  in  reality  knock  out 
the  broadside  of  what  the  State  was  seeking  to  do  in  estab- 
lishing a  definite  policy  relative  to  loaning  money  in  amounts 
up  to  and  including  S300.  The  creation  of  the  "industrial 
banks"  as  contemplated  by  the  sponsors  of  the  bill  would 
permit  them  to  loan  money  without  taking  out  a  license,  and 
would  grant  them  the  privilege  of  getting  anywhere  from  20 
to  36  or  more  per  cent,  per  annum,  and  thus,  being  unlicensed, 
would  give  them  a  great  advantage  over  all  licensed  money 
lenders.  In  fact  it  would  be  granting  a  great  special  privilege, 
and  would  break  down  what  was  regarded  as  a  recently  created 
beneficent  regulation  relative  to  the  making  of  small  loans. 
The  matter  was  heard  by  the  committee  on  banks  and  bank- 
ing, which  at  once  evidently  saw  the  purport  of  the  framers 
of  the  bill,  and  the  committee  practically  unanimously  re- 
ported adversely. 

Other  bills  submitted  with  the  idea  of  olTocting  changes  in 
the  law  were  also  all  reported  upon  unfavorably  by  the  com- 
mittees to  which  they  were  assigned.  One  provided  tliat  the 
total  amount  to  be  paid  on  any  loan  for  interest  and  expenses 
should  not  in  the  aggregate  exceed  an  amount  equivalent  to 
1|  j)er  cent,  per  month  of  the  amount  actually  received  by 
the   IxiiTowcr,   interest  to  be  coinpiifed   on   uni);ii(l   balnnec^s. 

Another  provided  that  the  Supervisor  shouKl  establish  the 
rates  of  interest  to  be  charged  upon  secured  and  unsecured 
loans  respectively,  the  rate  so  established  ujxhi  unsecuretl  lonns 
to  be  suUicient  lo  ;illo\\'  1o  tlic  pei-son,  j);irtnci'.sliip,  corpor.'il  ion 
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or  association  making  such  loans  a  net  profit  not  exceeding 
6  per  cent,  per  annum  of  the  total  amount  of  money  actually 
loaned  without  security  at  the  date  of  the  establishment  of 
such  rate,  and  due  allowance  to  be  made  for  the  reasonable 
cost  of  carrying  on  the  business  and  for  losses  caused  by  de- 
fault in  the  repayment  of  money  loaned  or  of  interest  thereon. 
In  fixing  the  rates  for  secured  loans  the  Supervisor  should  have 
due  regard  for  the  amount  of  the  loan  and  the  nature  of  the 
security,  and  due  allowance  should  be  made  thereon  for  the 
cost  of  carrying  on  the  business  and  for  losses  caused  by  de- 
fault in  the  repayment  of  money  loaned,  or  loss  of  interest 
thereon.  In  connection  with  that  proposition  it  was  suggested 
that  the  rates  to  be  allowed  should  not  be  permitted  a  yield 
in  excess  of  6  per  cent,  per  month  of  the  assets  of  the  business 
plus  actual  operating  expenses,  the  rates  to  be  determined  by 
the  Supervisor  after  a  careful  audit  of  any  or  all  offices.  As  a 
basis  for  arriving  at  an  equitable  rate  it  was  suggested  that 
the  Supervisor  select  any  three  offices  and  that  there  be  audited 
the  expenses  and  other  items  which  might  be  deemed  essential, 
then  that  the  total  be  divided  by  three,  thereby  to  obtain  a 
fair  estimate  of  the  expenses  per  office.  It  was  declared  that 
the  Commonwealth  countenanced  6  per  cent,  interest  rates, 
and  it  was  asserted  that  this  was  an  eminently  fair  suggestion. 

Another  bill  provided  that  all  dealers  in  household  furniture 
who  sell  or  lease  said  property  by  any  agreement  in  which  it 
is  stipulated  that  the  title  to  same  does  not  vest  in  the  pur- 
chaser until  the  full  purchase  price  is  paid  should  be  licensed 
by  the  Supervisor  of  Loan  Agencies,  said  license  to  be  sus- 
pended or  revoked  after  a  hearing  for  violation  of  any  law  of 
the  Commonwealth  in  case  violation  was  shown.  No  person, 
partnership  or  corporation  could  do  an  installment  business  in 
this  Commonwealth  until  such  person,  partnership  or  corpo- 
ration had  been  licensed  by  the  Supervisor  of  Loan  Agencies. 

Another  bill  sought  to  increase  the  present  legal  rate  of 
interest  of  3  per  cent,  per  month  to  5  per  cent,  per  month. 
Another  provided  that  the  law  which  makes  $300  the  maxi- 
mum amount  of  any  sum  loaned,  which  loans  are  under  the 
supervision  of  this  department,  should  be  increased  to  $600. 
Previous  efforts  had  been  made  to  raise  the  limit  above 
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but  thus  far  they  have  not  been  successful.  The  contention 
has  been  made  that  S300  marks  the  proper  line  of  demarca- 
tion "between  small  loans  and  those  of  larger  amounts." 

Those  opposed  to  any  changes  in  the  3  per  cent,  per  month 
law  based  their  opposition  upon  the  argument  that,  as  the  law 
had  been  in  operation  but  a  little  more  than  half  a  year,  it 
was  too  early  to  determine  what  its  effect  would  be.  Figures 
secured  by  the  accountant  of  this  department  showed  that  in 
the  cases  of  those  taking  chattel  mortgages  their  business  of 
loaning  sums  of  $300  and  less  was  done  at  an  unmistakable 
loss.  There  was  not  time  prior  to  the  hearing  to  examine  the 
books  of  the  lenders  who  loaned  without  security. 

The  culmination  of  the  effort  to  sell  stock  in  loan  companies 
in  connection  with  money-lending  transactions  took  place  in 
the  early  summer.  Soon  after  the  3  per  cent,  per  month  law 
went  into  effect,  30  licensed  money  lenders  became  incorpo- 
rated for  the  purpose  of  selling  stock  in  their  respective  corpo- 
rations. Such  action  was  the  result  of  advice  secured  from 
attorneys,  who  advised  that  would-be  borrowers  might  be  re- 
quired to  purchase  stock  in  a  corporation  from  whom  it  sought 
to  borrow.  There  was  no  question  about  the  legality  of  the 
selling  of  stock,  and  the  courts  would  enforce  it,  for  an  act 
passed  in  1903  made  it  lawful  for  corporations  to  issue  stock 
payable  by  installments.  The  borrower  was  given  one  of 
three  options.  He  could  not  be  accommodated  witli  a  loan 
unless  he  could  furnish  two  indorsers,  or  give  a  valid  assign- 
ment of  wages,  or  agree  to  purchase  st(K'k.  The  first  two 
propositions  almost  invariably  met  with  the  coldest  reception, 
and  the  borrower  fell  back  u])on  the  final  alternative.  It  was 
apparent  at  the  outset  that  the  method  of  operation  entailed 
an  expense  to  the  borrower  greatly  in  excess  of  3  per  cent., 
which  led  to  tlic  issuing  of  an  order  the  final  ])aragra])h  of 
which  declared  that  "All  loans  made  by  a  licensed  money 
leiKh'P  must  be  made  in  strict  conformity  with  tlu>  spirit  of 
chapter  222  of  the  General  Acts  of  1!M('».  \  iolation  of  this 
ruling  by  a  licensed  money  lender  will  result  in  the  rcAocation 
of  his  license."  The  result  was  that  practically  all  of  the 
lenders  decided  to  accept  the  new  law  and  abide  not  only  by 
its  letter  but    by   its   spii-it.     A    xcry   \'v\v  (]rc'u\vi\   to  contiiuie 
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their  stock  selling  plan  and  contest  the  legality  of  the  order 
issued.  As  a  result  of  a  hearing,  two  companies  who  sought 
to  do  business  in  violation  of  the  order  were  found  guilty  of 
such  a  violation  and  their  licenses  were  indefinitely  suspended, 
silch  course  of  procedure  being  regarded  as  preferable  to  rev- 
ocation, for  under  the  latter  this  office  would  have  no  juris- 
diction, whereas  under  a  suspension  of  a  license  the  lender  is 
kept  within  the  jurisdiction  of  this  department.  Later,  the 
lenders  who  decided  to  conform  to  the  new  order  consulted 
the  framers  of  the  3  per  cent,  law,  and  an  arrangement  was 
made  to  continue  the  sale  of  stock,  but  under  entirely  different 
circumstances.  The  new  order  of  things  provided  that  on  a 
$10  loan,  by  way  of  illustration,  $1.50  should  be  paid  each 
month,  30  cents  to  be  deducted  for  the  interest,  and  the  bal- 
ance to  be  credited  to  the  face  of  the  note,  with  the  under- 
standing that  whatever  payments  were  made  in  excess  of 
interest  requirements  were  to  be  regarded  as  installment  pay- 
ments and  that  in  the  final  transaction  the  loan  was  to  be 
computed  so  that  interest  would  only  be  charged  on  monthly 
balances.  In  the  contract  which  was  drawn  up  there  was  in- 
serted a  clause  which  provided  that  upon  "request"  of  the  bor- 
rower stock  payments  were  to  be  credited  to  the  loan.  There 
is  no  question  but  the  understanding  was  definite  that  the 
borrower  was  to  be  given  credit  for  any  payments  in  excess 
of  the  interest  requirements.  The  understanding  entered  into, 
if  carried  into  effect,  regardless  of  the  provisions  of  the  con- 
tract, would  have  been  strictly  within  the  law,  but  the  lenders 
entertained  the  opinion  that  the  provisions  referred  to  "re- 
quired" the  borrower  to  ask  that  a  stock  payment  be  applied  to 
the  loan.  Oftentimes  the  borrower  would  not  meet  his  contract 
by  making  his  payments  regularly  and  the  lenders  queried  to 
know  whether  such  was  not  a  violation  of  contract,  and,  if  so, 
whether  a  borrower  could  not  be  compelled  to  pay  not  only  his 
loan  and  interest  due  thereon,  but  also  be  forced  to  make  pay- 
ments on  the  stock  for  which  he  should  subscribe.  By  these 
monthly  payments  on  a  $10  loan  it  would  require  nine  months 
to  pay  the  loan,  if  the  payments  were  made  regularly. 

In  order  that  there  might  be  no  misunderstanding  or  un- 
certainty regarding  the  attitude  of  this  office  relative  to  said 
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sales  of  stock,  and  that  there  might  be  answered  the  question 
whether  a  borrower  who  did  not  meet  his  contract  by  making 
his  payments  regularly  violated  his  contract,  and  also  with  a 
view  of  giving  a  helpful  admonition  to  the  incorporated  com- 
panies selling  their  stock,  this  notice  was  sent  to  each  com- 
pany March  26,  1917:  — 

Relative  to  sales  of  their  stock  by  Ucensed  money  lending  corporations, 
in  connection  with  loans  of  money  under  8300,  the  fact  is  emphasized 
that  all  amounts  paid  on  stock  must  be  credited  to  the  loan  of  a  borrower 
who  subscribes  to  such  stock  that  the  expense  to  said  borrower  shall  in 
no  wise  exceed  the  legal  Hmit  of  3  per  cent,  a  month. 

The  sale  of  stock  was  indorsed  by  those  who  framed  and  caused  to 
be  enacted  into  law  the  3  per  cent,  bill,  because  of  the  understanding 
that  all  such  pajanents  were  to  be  so  applied,  and  because  of  the  belief 
that  such  a  method  of  procedure  might  have  a  beneficial  psychological 
effect  upon  borrowers,  and  induce  them  to  meet  stock  paj-ments  when 
they  would  not  make  installment  payments  directl}'  upon  the  loans; 
that  making  such  stock  payments,  and  having  them  appUed  to  the  face 
of  the  borrower's  note  when  the  stock  paj-ments  "should  equal  or  exceed 
the  amount  of  the  loan,"  as  stated  on  the  stock  subscription  agreement, 
pursuant  to  the  demand  of  the  framers  of  the  new  law,  would,  in  the 
final  analysis,  be  practically  equivalent  to  making  weeldy  installment 
payments  on  the  note. 

The  question  has  been  asked  whether  a  borrower  forfeits  any  rights 
in  case  he  does  not  keep  his  contract  through  failure  to  make  stipulated 
payments  on  the  stock  for  which  he  subscribed. 

The  3  per  cent,  law  of  191(3,  chapter  224,  it  will  be  observed,  makes 
but  one  provision,  that  under  no  condition  or  circumstances  shall  a 
licensed  money  lender  receive  in  excess  of  3  per  cent,  per  month  on  a  loan 
of  $300  or  less.  That  being  the  law  there  7mtst  be  complete  compliance 
with  it. 

Yours  truly, 

Frank  H.  Pope, 
Svpcrvit^or  of  Loan  Agencies. 

In  the  early  spring,  appreciating  that  the  time  would  soon 
arrive  for  the  ])aynients  of  notes  if  the  stock  jiaynients  were 
properly  applicMJ,  the  accountant  of  this  oflice  was  instructed 
to  investigate  and  sec  if  such  was  being  (lon(\  llis  examina- 
tion of  a  very  few  companies  indicated  that  the  law  was  not 
being  complied  with  as  indicated  by  overcluirges  ranging  from 
27  cents  to  $3,  the  average  overcharge  in  the  ofhces  investi- 
gated  was  $1.15.     The  result    of   the   investigation   led   to   the 
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following  notice  being  sent  April  27,   1917,  to  the  companies 
selling  stock  in  their  corporations:  — 

The  sale  of  any  stock  in  a  corporation  in  which  a  lender  who  is  licensed 
to  engage  in  the  business  of  making  small  loans  is  interested,  is  hereby- 
forbidden.  All  payments  which  have  been  made,  or  will  be  made,  on 
stock  subscription,  shall  be  applied  to  any  loan  or  loans  which  a  sub- 
scriber for  such  stock  may  have  made,  the  interest  thereon  to  be  3  per 
cent,  per  month,  and  all  stock  payments  to  be  regarded  as  installments 
paid  on  the  loan  made,  the  interest  to  be  computed  on  monthly  balances. 
Where  the  stock  payments  equal,  or  may  equal,  the  amount  of  the  loan, 
the  note  given  for  said  loan  shall  at  once  be  returned  to  its  maker. 

If  anj'-  payment  has  bfeen  made  in  excess  of  the  amount  of  the  note, 
and  of  the  legal  rate  of  interest,  said  excess  shall  be  returned  to  the  bor- 
rower. Failure  to  comply  with  this  rule  will  result  in  the  revocation  of 
the  license  of  the  lender. 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 


The  result  of  this  notice  was  that  the  following  Boston  com- 
panies surrendered  their  licenses,  declaring  that  it  was  an  utter 
impossibility  for  them  to  do  business  at  a  rate  of  3  per  cent, 
per  month. 

1917. 

May   15. 

May 
May 
May 


Bedford  Loan  Company, 
The  Only  Loan  Company, 
M.  E.  Maloney  Company, 
Cronin  Company, 
Cole  Company, 
J.  Goodman  Company,    . 
Hooker  Credit  Company, 
Globe  Loan  Company, 
A.  A.  Hooker  Company, 
City  Loan  Company, 
Employees  Loan  Association, 
Acme  Credit  Company,    . 
Hamilton  &  Co., 
Brown  Credit  Company, 
Dewey  &  Co.,,  . 
Best  &  Co., 


May 
May 
May 
May 
May 
May 
May 
May  23. 
May  23. 
May  25. 
June  1. 
June     2. 


15. 
21. 
21. 
21. 
21. 
21. 
21. 
21. 
21. 
21. 


In  addition  to  the  above  companies  surrendering  their  li- 
censes, the  license  of  Good  &  Co.  was  revoked  for  failure  to 
refund  a  few  small  overcharges. 
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Other  compauies  surrendering  their  licenses  were:  — 

1917. 

Equitable  Loan  Company,  Lowell, May  17. 

Merrimack  Loan  Companj^,  New  Bedford, ^lay  28. 

Wilcox  Loan  Company,  Worcester, June  14. 

Arcade  Loan  Company,  Worcester, June  14. 

The  surrendering  of  their  Hcenses  by  the  aforementioned 
companies  as  a  result  of  the  unqualified  enforcement  of  the 
3  per  cent,  law  promjpted  the  Chattel  Loan  Company,  a  char- 
tered money-lending  concern,  to  revive  its  charter,  which  it 
did  in  July,  for  the  purpose  of  again  entering  the  loan  business 
from  which  it  voluntarily  retired  a  few  years  ago  when  the 
court  decided  that  it  could  not  sustain  branch  offices  without 
taking  out  a  license  for  each  office.  The  Chattel  Loan  Com- 
pany under  its  charter  is  entitled  to  1|  per  cent,  interest  per 
month  and  can,  under  the  new  law,  add  1|  per  cent,  per 
month  expense,  which  would  bring  the  rate  of  interest  to  3 
per  cent.,  the  legal  maximum. 

The  charter  of  the  Chattel  Loan  Company  provides  that  on 
its  board  of  directors  shall  be  a  director  appointed  by  the 
Governor  of  the  Commonwealth,  and  another  appointed  by  the 
mayor  of  the  city  of  Boston.  The  State  and  city  are  at 
present  represented  by  Harry  Fagan  and  Attorney  John  D. 
Marks,  respectively. 

The  Chattel  Loan  Company  absorbed  the  City  Loan  Com- 
pany, Globe  Loan  Company,  Cronin  Coni])any,  J.  Goodman 
Company,  Hooker  Credit  Company,  A.  A.  Hooker  Coni])any, 
M.  E.  INIaloney  Company  and  Employees  Loan  Association. 

Edward  IL  Tolfrce  of  the  former  City  Loan  Comjiany  was 
elected  ])resident,  M.  I^Vank  Cronin  of  the  i'ornuT  Cronin  Com- 
pany was  elected  treasurer,  Julius  (Joodiuan  of  llic  fonuer 
J.  Goodman  Comi)any  was  elected  clerk,  and  James  ^Vate^s 
of  the  fr)nu(T  Em])loyees  Ivoan  Association  and  Allan  A.  Hooker 
of  llic  fnnucr  Hooker  Credit  Coni])any  and  A.  A.  IlookiT 
('oni|)aiiy  were  clcctcfi  assistant  treasurers.  These  I'l  com- 
panies retired  absolutely  from  the  money-lending  business. 
The  aijsor])tion  by  the  ("battel  Lo;iu  ("om])an>"  of  tlu>  com- 
panies mentioned  romoNcd  one  of  the  most  obnoxious  ftaturj's 
of    tlie    mouey-leiHJing    business.      i'rior    to    the    re\i\;il    of    the 
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Chattel  Loan  Company  there  was  nothing  to  prevent  a  bor- 
rower from  making  a  loan  with  each  of  the  eight  companies 
it  absorbed.  Many  borrowers  were  prone  to  borrow  from  as 
many  companies  as  possible  without  taking  into  consideration 
future  entanglements  which  such  a  multiplicity  of  transactions 
would  develop.  A  borrower  in  his  application  would  state 
when  securing  his  first  loan  that  he  was  not  a  borrower  else- 
where, and  would  make  the  same  statement  at  each  loan  office 
at  which  he  subsequently  borrowed.  With  the  identity  of  the 
several  companies  merged  into  the  Chattel  Loan  Company  a 
borrower  can  now  secure  but  one  loan  of  said  company,  thus 
diminishing  to  a  very  appreciable  extent  one  of  the  features 
which  had  been  open  to  severe  criticism. 

The  Chattel  Loan  Company  is  doing  a  larger  volume  of 
business  than  any  other  concern  engaged  in  the  business  of 
making  small  loans,  except  the  Boston  Morris  Plan  Company, 
its  loans  outstanding  Dec.  31,  1917,  being  $176,028.4.3,  repre- 
senting six  months'  business. 

A  disturbing  feature  to  the  licensed  money  lenders  was  the 
new  State  income  tax  law  of  1916.  The  following  letter  re- 
ceived by  this  department  from  a  money  lender  is  practically 
the  same  as  received  from'  many  others:  — 

Dear  Sir  :  —  The  new  income  tax  has  hit  me  pretty  hard  in  that  they 
charge  me  on  the  gross  amount  of  interest,  with  no  deductions;  but  on 
the  charges  received  they  allow  me  to  deduct  my  running  expenses. 

As  the  law  now  stands  there  are  no  charges,  but  it  occurred  to  me 
that,  if  you  were  agreeable,  I  could  make  out  my  reports  at  1  per  cent, 
interest,  and  the  difference  between  1  per  cent,  and  3  per  cent,  as  charges, 
i.e.,  $25  for  one  month  would  net  me  75  cents,  which  would  be  reported 
as  25  cents  interest  and  50  cents  charges.  In  that  case  I  would  have  to 
pay  6  per  cent,  on  25  cents  instead  of  on  75  cents.  In  a  year's  time  this 
would  make  a  great  difference  to  me. 

If  you  can  see  your  way  clear  to  do  this  I  would  be  very  grateful. 

Thanking  you  for  your  kindness,  I  am, 

Yours  very  truly. 


While  the  income  tax  law  was  being  framed,  inadvertently 
no  consideration  was  given  the  money  lenders,  and  later  it 
was  ruled  by  tax  officials  that  money  loaning  is  not  a  business. 
This  ruling  was  combated  by  persons  interested,  who  asserted 
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that  the  law  distinctly  states  that  it  is  a  business.  The  law- 
declares  that  when  a  person,  partnership,  corporation  or  asso- 
ciation makes  two  or  more  loans  where  the  expense  to  the 
borrower  is  in  excess  of  12  per  cent,  that  such  person  shall  be 
regarded  as  being  "engaged  in  the  business"  of  making  small 
loans,  and  must,  therefore,  be  licensed.  The  writers  for  in- 
formation were  informed  by  this  ofifice  that  the  subject  matter 
was  under  consideration,  and  pending  the  final  decision  from 
the  Tax  Commissioner's  office  they  would  continue  to  make 
their  reports  as  they  had  been  submitting  them  since  the  new 
law  went  into  effect,  reporting  3  per  cent,  interest  received. 
The  decision  of  the  income  tax  department  was  revealed  in 
the  following  letter:  — 

Supervisor  of  Loan  Agencies,  State  House,  Boston. 

Dear  Sir:  —  I  hand  you  with  this  a  copy  of  our  rulings  and  regula- 
tions, in  which  1  have  indicated  certain  rulings  bearing  upon  the  business 
which  you  supervise.     These  ruHngs  are  2,000,  2,023,  2,024  and  3,000. 

The  income  tax  law  pro\ddes  four  different  taxes,  each  of  which  is 
treated  as  a  separate  proposition  -vAithout  anj'  allowance  for  offsetting 
profits  in  one  class  against  losses  in  another  class.  The  act  further  speci- 
fies that  income  which  is  taxable  as  interest  under  section  2  shall  not  be 
taxed  as  business  income  under  section  5.  Bearing  these  facts  in  mind, 
it  becomes  apparent  that  the  income  of  a  person  engaged  in  making 
loans  is  mostly  taxable  at  the  6  per  cent.  rate.  Such  amount  as  is  re- 
ceived as  a  paper  charge  would,  liowcver,  be  classed  as  business  income 
and  taxed  at  the  1^  per  cent.  rate.  Where  no  distinction  is  made  be- 
tween the  interest  and  the  paper  charge  and  the  whole  amount  is  charged 
to  the  borrower  as  interest,  it  must  be  returned  wholly  as  interest  for 
taxation. 

The  result  is,  tliorcforc,  that  tlie  interest  receipts  of  a  money  lender 
are  taxed  in  full  at  the  6  per  cent,  rate,  and  his  expenses,  such  as  office 
rent,  stenographer,  etc.,  can  only  be  claimed  against  the  amount  actually 
received  as  a  paper  charge  or  against  other  business  interest,  taxable  at 
]  I  ])('r  CfMit. 

I  trust  (hat  the  above  sets  forth  the  position  of  (lie  ilcpMrt incut  with 
reference  to  the  business  which  you  supervise,  and  (hat  you  will  advise 
me  if  I  havo  not  inado  our  jiositinii  entirely  clear. 

\ Cry  duly  yours, 

IIknry  H.  Bond, 
Income  Tax  Deputy. 
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In  the  making  of  two  or  more  loans  by  a  person,  partnership, 
corporation  or  association,  where  the  expense  to  the  borrower 
exceeds  12  per  cent,  per  year,  the  lender  shall  under  the  law 
be  regarded  as  engaged  in  the  business  of  making  small  loans, 
and  therefore  must  take  out  a  license  or  suffer  prosecution  for 
violation  of  the  law.  An  effort  was  made  by  an  attorney  to 
have  this  department  prosecute  an  individual  who  had  made 
a  single  loan  where  the  expense  to  the  borrower  was  in  excess 
of  12  per  cent.,  and  who  declared  that  the  court  could,  and 
undoubtedly  would,  declare  the  loan  void,  basing  his  conten- 
tion upon  a  decision  by  Chief  Justice  Rugg  of  the  Supreme 
Court  in  the  case  of  Goodowsky  v.  Rubenstein  et  at.,  who 
ruled  that  "the  making  of  a  single  loan  might  be  sufficient 
under  appropriate  circumstances  to  warrant  a  finding  that  the 
one  making  the  loan  was  carrying  on  the  business." 

This  department  asserted  that  there  was  nothing  indicated 
in  the  decision  to  determine  what  constituted  "appropriate 
circumstances,"  therefore  declined  to  institute  proceedings. 
The  following  is  the  decision  in  full :  — 

Rugg,  C.J.  —  This  is  an  action  of  contract  between  the  original  parties 
to  the  instrument  to  recover  upon  a  promissory  note  for  $200.  There 
was  evidence  tending  to  show  that  interest  in  excess  of  12  per  cent,  was 
charged  and  paid.  The  defence  is  that  the  loan  is  in  violation  of  the 
small  loans  act.  It  is  provided  by  St.  1912,  c.  675,  s.  5,  that  "Whoever 
not  being  duly  licensed  .  .  .  engages  in  or  carries  on,  directly  or  indi- 
rectly, either  separately  or  in  connection  with  or  as  a  part  of  any  other 
business,  the  business  of  making  small  loans,  .  .  .  shall  be  punished  .  .  . 
And  any  loan  made  ...  by  an  unlicensed  person  ...  in  violation  of 
this  act  shall  be  void."  Small  loans  are  defined  in  the  statute  to  be 
$300  or  less.  The  plaintiff  is  not  licensed.  The  evidence  being  uncon- 
tradicted that  this  was  the  only  time  the  plaintiff  ever  lent  a  sum  of 
money  of  an  amount  of  $300  or  less,  the  judge  found  that  "the  plaintiff 
was  not  engaged,  either  directly  or  indirectly,  in  the  business  of  making 
smaU  loans"  under  the  statute.     Judgment  was  entered  for  the  plaintiff. 

The  question  presented  is  whether  a  single  loan  for  less  than  $300  at 
more  than  12  per  cent,  interest  by  one  not  engaged  in  the  business  of 
making  small  loans  is  void  under  the  statute.  The  statute  does  not 
prohibit  all  such  loans  except  by  licensed  persons.  It  simply  forbids 
the  making  of  such  loans  as  a  business  unless  one  is  licensed. 

The  making  of  a  single  loan  might  be  sufficient  under  appropriate 
circumstances  to  warrant  a  finding  that  the  one  making  the  loan  was 


20  LOAN  AGENCIES.  [Jan. 

carrpng  on  the  business.  But  it  does  not  require  such  a  finding.  The 
statute  declares  void  only  loans  made  in  violation  of  the  act,  that  is, 
those  made  as  a  part  of  carrj'ing  on  the  business  of  making  such  loans 
by  one  who  is  unlicensed.  The  statute  does  not  inhibit  the  making  of 
one  such  loan  by  a  person  not  engaged  in  that  business.  The  occupation 
and  not  the  isolated  act  is  interdicted. 
Order  dismissing  report  affirmed. 

John  Skelton  Williams,  Comptroller  of  the  Currency,  some 
time  ago  wrote  to  the  National  Banks  Association  "that  his 
statement  that  a  great  many  national  banks  had  grossly  vio- 
lated section  5197,  U.  S.  R.  S.,  against  usury  was  literally 
true,  but  that  a  large  majority  of  the  national  banks  of  the 
United  States  were  keeping  their  interest  returns  within  the 
maximum  permitted  by  law."  Early  in  the  year  this  depart- 
ment received  a  call  from  James  D.  Brennan,  Chief  National 
Bank  Examiner,  Federal  Reserve  District  No.  1,  who  called 
to  make  inquiry  if  this  office  would  regard  any  national  bank 
as  violating  the  small  loans  law  of  this  Commonwealth  if 
attention  should  be  brought  to  it  that  said  bank  in  making 
entry  charges  for  the  making  of  loans  caused  the  expense  to 
the  borrower  to  be  in  excess  of  12  per  cent.  Bank  Examiner 
Brennan  stated  that  he  was  making  his  inquiry  pursuant  to 
the  request  of  the  Comptroller  of  the  Currency.  lie  was  in- 
formed that  if  this  office  received  information  to  that  effect 
it  would  immediately  take  cognizance  of  it  and  sock  to  have 
the  proi)er  remedy  applied.  lie  was  informed  that  information 
of  an  indefinite  character  had  been  received  by  this  depart- 
ment to  the  effect  that  entry  charges  were  being  made  by 
some  banks  making  small  loans  for  a  sliort  tinu"  mid  that  said 
charges,  if  made,  were  violations  of  the  small  loans  act,  but 
that  no  bank  had  been  s])ecifie<l  and  no  evidence  ]>resented. 
lie  staled  that  tlic  matter  ^\(nd(l  reeei\('  his  iiiniuMliate  con- 
sideration, and  it'  the  custom  was  in  \()gu(>  in  any  national 
})ank  it  would  be  stoi>])ed. 

Several  trust  (•omi)aiii(>s  in  the  (  (ininidiiweidih  .sought  to 
en'eet,  in  i»;irt,  tlie  ]»l;in  ol'  llie  Morris  ri;in  conipniiies  of  making 
small  loans  with  \\('ekly  rei)ayinents,  discounting  the  loan  at 
6  per  cent.  Such  conjjjanies  were  notified  that  by  that  method 
of  doing  business  the  expense  to  the  borrower  is  b'.8  jut  ccMit. 
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and  that  it  was  a  violation  of  the  small  loans  act.  The  com- 
panies communicated  with  immediately  announced  their  pur- 
pose to  keep  strictly  within  the  law  and  stated  that  in  order 
to  do  so  they  would  drop  their  discount  rate  to  5  per  cent., 
which  rate  by  their  system  of  weekly  repayments  would  make 
the  expense  to  the  borrower  11.3  per  cent.,  so  that  under  those 
circumstances  borrowers  dealing  with  said  trust  companies 
were  receiving  a  positive  advantage,  and  the  small  loans  feature 
of  the  companies'  business  was  in  direct  line  with  the  idea  of 
Governor  Samuel  W.  McCall  in  his  first  inaugural  message, 
whereby  he  suggested  the  advisability  of  banking  institutions 
undertaking  to  do  something  to  meet  the  wants  of  the  small 
borrower. 

The  following  reports  were  submitted  to  this  department 
by  Detective  Arthur  E.  Keating  of  the  Massachusetts  District 
PoHce:  — 

[Case  6480  on  the  Docket  of  the  Central  Municipal  Court  of  the 
City  of  Boston  (Criminal).] 

Oct.  23,  1917. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies,  State  House,  Boston, 

Mass. 

Dear  Sir:  —  In  the  matter  of  the  complaint  of  Abraham  Horwitz  of 
14|  Leverett  Street,  Boston,  against  David  Carlin,  a  plumber  of  30 
Anderson  Street,  and  residing  at  15  Wahuit  Avenue,  Revere,  I  have  to 
report  that  on  July  18,  1917,  I  swore  out  a  warrant  for  Carlin,  and  on 
July  19  arrested  him  and  had  him  before  the  court,  when  the  case  was 
continued  till  July  26,  1917,  on  a  personal  recognizance  of  $200. 

Mr.  Carlin  was  defended  by  Attorney  Abraham  C.  Lurie,  of  27  School 
Street,  and  on  July  26,  he  had  his  cHent  plead  nolo  contendere  to  the  com- 
plaint for  violation  of  the  small  loans  law  and  the  court  placed  the  case 
on  file  on  condition  that  he  would  cease  doing  any  more  of  that  kind  of 
business,  which  he  agreed  to. 

Attorney  Samuel  L.  Webb  of  the  Old  South  Building  was  attorney  for 
a  man  who  was  sued  by  Carlin  for  the  amount  of  a  loan  that  he  had  failed 
to  pay  to  Carlin,  and  Webb  got  his  client  clear  on  the  ground  that  Carlin 
had  violated  the  small  .loan  law  in  making  the  loan,  but  I  was  unable  to 
make  use  of  the  evidence  on  my  case  against  Carlin  for  the  reason  that 
the  loan  was  made  long  prior  to  the  dates  I  had  alleged  in  my  complaint 
against  Carlin;  however,  the  result  was  the  same,  for  he  admitted  the 
allegation  in  the  complaint. 

Respectfully  submitted, 

Arthur  E.  Keating, 
Detective,  Massachusetts  District  Police. 
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State  House,  Boston,  Oct.  23,  1917. 

Frank  H.  Pope,  Esq.,  Svpervisor  of  Loan  Agencies,  Room  4^0,  Slate 

House,  Boston,  Mass. 

Deae  Sir  :  —  I  have  to  report  that  in  the  case  of  Commonwealth  r. 

Joseph  Gordon  of  43  Tremont  Street,  for"  \uolation  of  the  small  loans 

law,  he  plead  nolo  contendere  in  the  Boston  Central  ^Municipal  Criminal 

Court  on  October  19,  and  the  presiding  judge  (Creed)  placed  the  case 

on  file,  Attornej'  Holsberg  having  filed  a  stipulation  with  the  court  setting 

forth  that  Gordon  had  ceased  making  loans  in  Adolation  of  law,  and  would 

not  again  make  any  loan  in  violation  of  the  statute. 

Respectfully'  submitted, 

Arthur  E.  Kjeatixg, 
Detective,  Massachusetts  District  Police. 

The  following  letter  was  written  regarding  a  new  phase  of 
the  money-lending  business  in  which  it  was  desired  to  be  en- 
gaged, and  a  question  arose  whether  business  of  that  nature 
would  come  within  the  purview  of  the  small  loans  act:  — 

Sept.  28,  1917. 
E.  Philip  Finn,  Esq.,  1  Beacon  Street,  Boston,  Mass. 

Dear  Sir:  —  I  have  taken  up  with  Attorney-General  Henry  C.  Att- 
will  the  question  regarding  the  business  of  buying  accounts  receivable, 
as  submitted  to  me  b}--  you. 

His  opinion  is  that  buying  bills  receivable  at  a  discount,  and  then 
guaranteeing  to  the  purchaser  of  the  account  its  full  value,  regardless  of 
the  amount  which  may  have  been  paid  for  said  account,  is  in  reality  a 
loan,  with  the  account  as  a  security,  he  basing  his  opinion  upon  the  last 
sentence  in  section  3  of  chapter  727  of  the  Acts  of  1911  as  amended,  which 
declares: — 

The  Vmyinfc  or  indorsing  of  notes,  or  the  furnishinR  of  Ruarantoo  or  socurify  for 
compensation  shall  be  considered  to  b.>  engagiu«  in  the  business  of  making  small 
loans  within  the  provisions  of  this  act. 

Tills,  of  course,  ajiplics  to  transactions  of  §300  or  loss. 

Yours  truly. 

I'UWK    11.    I'ni'K, 
Sttjurrisor  of  Loan  .If/c/K'i'c.s. 

Tlic  following  opinion  was  rcndcrctj  by  Attoni(\\'  ("liarlcs  F. 
]{owley,  attorney  for  lliis  <le])artni(Mit.  and,  later,  relative  to  a 
.simil.'ir  trans.-iction  wlicrc  the  o])inion  of  the  At  torney-(i(Mioral 
was  desired  ;nnl  ;iske(|  for,  llie  opinion  of  (lie  deparlnient  of  the 
At  (onie\ -( iener;il  coincided  uilli  that   of  .\ltonic\    Ivo\\le\':  — 
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Boston,  Oct.  17,  1917. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies,  Room  4^1,  State 
House,  Boston,  Mass. 

My  Dear  Sir:  —  You  have  asked  my  opinion  on  the  following  state 
of  facts : — 

A  gives  B  his  note,  payable  in  one  year  with  interest  at  the  rate  of 
3  per  cent  a  month,  with  a  provision  for  paj^ment  of  principal  in  install- 
ments and  with  the  further  provision  that  upon  default  in  any  payment 
of  interest  or  principal  when  due  this  note  becomes  due  and  paj^able  in 
full  at  the  option  of  the  holder. 

A  defaults  in  payment  of  an  installment  but  later  pays  B  |50,  which 
B  accepts. 

First.  —  How  is  the  payment  made  by  B  of  $50  to  be  applied? 

Second.  —  If  A  pays  B  in  full  before  the  expiration  of  the  year,  is  B 
entitled  to  interest  for  the  full  year? 

First.  —  The  law  is  clear  that  where  partial  payments  have  been  made  in 
cash  the  payments  are  to  be  first  applied  to  the  satisfaction  of  the  interest 
then  due  and  the  balance  only  is  to  go  towards  the  reduction  of  the  princi- 
pal.   (Ferry  v.  Ferry,  2  Gush.  92,  page  98;  Fay  v.  Bradley,  1  Pick.  167.) 

Second.  —  I  have  been  unable  to  find  any  case  in  Massachusetts 
specifically  declaring  that  on  default  of  payment  in  interest  the  holder 
of  a  note  is  entitled  to  interest  for  the  full  period  of  the  note.  My  fail- 
ure to  find  such  decisions  convinces  me  that  the  answer  is  so  obvious 
that  the  matter  has  never  .been  brought  to  the  attention  of  the  Supreme 
Court.  It  is  a  well-known  fact  that  if  a  railroad  issues  bonds  for  fifty- 
year  or  more  periods,  bearing  interest  at  a  certain  rate  per  year,  and 
defaults  in  the  payment  of  interest  and  foreclosure  proceedings  are 
started,  the  bondholder  can  satisfy  himself  out  of  the  sale  only  to  the 
extent  of  the  principal  of  his  bond  and  interest  to  date.  It  would  be 
absurd  to  suppose  that  he  could  collect  interest  for  the  coming  fifty  years 
and  at  the  same  time  have  the  principal.  Furthermore,  if  you  will  read 
carefully  the  final  clause  quoted  above  which  appears  in  the  note  to  which 
you  referred,  the  words  ["This  note  becomes  due  and  payable  in  full 
at  the  option  of  the  holder."]  clearly  indicate  that  the  holder  may  follow 
one  of  two  courses.  If  he  desires  to  get  his  3  per  cent,  interest  a  month 
he  may  waive  his  right  to  foreclose  the  mortgage  immediately  upon  default 
in  the  payment  of  interest  and  wait  until  the  expiration  of  the  year,  thus 
collecting  his  interest  in  full.  But  if  he  surrenders  the  note  and  obtains 
his  principal  he  cannot  have  interest  beyond  the  date  of  his  acceptance 
of  the  principal.  If,  therefore,  the  holder  of  the  note  in  question  accepts 
at  this  time  the  principal,  he  is  entitled  to  interest  only  up  to  the  date  of 
such  acceptance  and  cannot  collect  interest  until  next  July.  He  may, 
however,  wait  until  next  July,  if  he  so  desires,  and  then  obtain  the  prin- 
cipal and  interest  in  full. 

Yours  very  truly, 

Charles  F.  Rowley. 
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The  complaint  book  of  this  office  shows  this  record  rehative 
to  March  20,  1917:  — 

Mr.  Preston  S.  Gotten,  Vice  President  of  the  Boston  Morris  Plan  Com- 
panj',  called  to  see  Mr.  Pope,  who  was  out  of  the  office.  Mr.  Gotten  in- 
quired what  was  the  charge  on  a  810  loan,  or,  in  fact,  any  small  loan,  and 
he  was  advised  3  per  cent,  a  month.  He  then  wanted  to  know  if  this  office 
thought  that  was  the  only  amount  charged.  He  was  told  that  certain 
money  lenders  were  seUing  a  share  of  stock  in  their  own  company,  and 
when  the  amount  of  stock  equalled  the  loan,  the  stock  pajinents  would 
be  credited  to  the  loan.  Mr.  Gotten  seemed  rather  skeptical  about  this 
and  said  he  had  several  tunes  sent  lenders  Sll.oO  in  payment  of  810  loans 
and  got  no  rebate. 

Mr.  Pope  when  he  returned  to  the  office  was  informed  of  the  call  of  ]\Ir. 
Gotten  and  went  immediately  to  the  latter 's  office  to  see  him,  but  Mr. 
Gotten  was  absent,  and  it  was  not  known  when  he  would  return. 

March  21,  1917,  the  complaint  book  has  this  entry:  — 

Mr.  Pope  went  to  Mr.  Gotten's  office  and  had  a  conference  A^ith  him 
at  which  ]Mr.  Gotten  repeated  the  conversation  he  had  at  this  office,  and 
said  he  would  look  up  facts  covering  several  cases  where  the  lenders  re- 
ceived more  than  3  per  cent,  a  month.  He  said  this  office  would  receive 
this  information  in  the  course  of  ten  days. 

After  a  little  more  than  the  ten  days  had  elapsed  the  following 
letter  was  sent  April  6,  1917:  — 

Preston  S.  Gotten,  Esq.,  Boston  Morris  Plan  Company,  J^O  Court  Street, 

Boston,  Mass. 
Dear  Mr.  Gotten:  —  You  will  recall  that  a  week  ago  Tuesday  you 
called  at  this  office  and  said  that  you  had  evidence  of  the  "vinhition  of  the 
small  loans  act  on  the  part  of  certain  money  lenders.  Tin-  next  day  I 
called  at  your  office  to  get  the  evidence  which  you  said  you  would  be  pre- 
pared to  submit  to  me  in  about  ton  days.  Have  you  the  evidence  ready? 
If  iiol,  how  soon  do  you  tliiiik  I  cnn  get  i(? 

"\'oiirs  truly, 

I'liANK  II.  PorK, 
Suixrrisor  of  Loan  Agencies. 

\\)r\\    III,    I'.)I7,  tin-  I'lilldW  Iiii;  letter  was  r(>eei\'e(I:  — 

Mr.  l'"i(.\\K  If.  Poi'K,  tSupervisor  i>J  f.oan  Agencies,  Roo7n  421 ,  Sldtr  Ihnise, 

Ihtslon,  Mass. 

I)i:.\ii  .Mi(.  I'oi'i;:  I  li;i\r  your  letter  of  .Viirij  (i,  with  icfcrence  to  the 
matter  of  X'iolntious  of  the  sin.'ill  JiKins  net  ;i1hiiiI  wliidi  I  l;ilkc(l  wilhyou 
Bcveral  weeks  ;i^^o.      I    find    IIkiI    I  lie  |-e|'orl    wliieii    I    .•iiii   imw    iii;iking  u]) 
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concerning  the  number  of  loan  company  loans  made  since  this  office 
started  is  a  matter  of  some  considerable  time.  Such  a  small  percentage 
of  loans  repaid,  carried  at  the  rate  allowed  by  the  small  loans  act,  that 
it  must  be  an  easy  matter  to  get  all  the  evidence  you  want  off  the  books 
of  the  loan  agencies. 

It  seems  to  me  that  only  the  most  cursory  examination  of  the  records 
of  your  office  would  disclose  that  ten  (10)  dollar  loans,  which  they  seem 
to  feature,  are  made  at  the  rate  of  $1.50  a  month  and  the  twenty  (20) 
dollar  loans  at  three  (3)  dollars  a  month.  If  they  keep  any  record  at 
all,  such  records  must  disclose  the  receipt  of  those  $1.50  payments  of 
borrowers  on  ten  (10)  dollar  loans. 

I  think,  therefore,  that  it  would  be  useless  for  me  to  offer  any  evidence 
of  this  practice.  However,  when  I  complete  my  report  I  shall  be  glad 
to  show  you  a  copy  of  the  same. 

Yours  truly, 

Preston  S.  Gotten, 
Vice  President  and  Treasurer. 

In  the  Morris  Plan  Bulletin  of  August  and  September,  1917, 
was  an  abstract  from  Mr.  Cotten's  report,  as  follows:  — 

In  a  great  many  instances  the  amount  of  the  loan  made  by  this  com- 
pany represented  the  total  of  several  small  loans  previously  made  to  the 
customer  by  loan  companies.  For  instance,  we  made  one  loan  of  $125 
to  a  customer  to  enable  him  to  settle  with  ten  loan  companies  to  whom 
he  owed  $11.50,  $10  representing  the  principal  of  the  loan,  $1.50  repre- 
senting the  interest  charged  for  one  month.  In  cases  where  we  settled 
for  our  customers  and  paid  the  outstanding  loans  with  our  checks,  in 
almost  every  instance  the  interest  charges  of  the  loan  companies  were  at 
the  rate  of  180  per  cent,  per  annum  or  $1.50  per  month  for  the  use  of  $10. 

Mr.  Cotten  was  summoned  to  appear  at  this  office  on  or  be- 
fore 3  P.M.  Monday,  October  29,  and  bring  all  books,  papers  or 
other  documents  showing  wherein  he  had  settled  for  his  cus- 
tomers with  loan  companies,  licensed  or  unlicensed,  and  paid 
outstanding  notes  with  the  Morris  Plan  Company's  checks 
where  the  interest  charges  of  said  loan  companies  were  greater 
than  the  amount  allowed  by  law. 

Mr.  Cotten  appeared  at  the  time  stated  and  submitted  three 
notes,  which  had  been  given  the  Realty  Investment  Company 
by  borrowers,  which  had  been  taken  up  by  the  Morris  Plan 
Company,  and  Mr.  Cotten  claimed  an  overcharge  in  each  case 
of  $1.50.  The  contention  of  the  Realty  Investment  Company 
was  that  in  two  of  the  three  cases  there  had  been  an  over- 
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charge  of  SI. 20,  the  30  cents  difference  between  that  amount 
and  the  sum  mentioned  by  ]Mr.  Gotten  being  for  interest  due; 
that  pursuant  to  the  order  of  this  department  that  any  and 
all  overcharges  should  be  reimbursed,  reimbursement  had  been 
made.  In  the  case  of  the  third  overcharge,  which  was  SI,  it 
was  disclosed  that  the  borrower  made  two  distinct  loans  with 
the  company,  one  secured  and  the  other  unsecured.  Investi- 
gation of  the  company's  books  showed  that  the  overcharge 
had  been  credited  to  the  second  loan.  ^Mr.  Gotten  submitted 
to  this  office  a  list  of  alleged  overcharges  but  in  no  case  was 
the  name  of  the  borrower  given,  merely  the  date,  number  and 
amount  of  the  checks  drawn  and  to  whom  they  were  paid, 
relative  to  which  the  following  letter  was  forwarded :  — 


Dec.  6,  1917. 

Preston  S.  Gotten,  Esq.,  Boston  Morris  Plan  Coinpany,  Jfi  Court  Street, 

Boston,  Mass. 

Dear  Mr.  Gotten:  —  Enclosed  please  find  note  given  by  Mr.  

to  the  Hooker  Gredit  Gompanj-,  loaned  me  by  j^ou  to  investigate  the 
significance  of  the  stamp,  indicating  that  the  receipt  was  given  by  the 
Chattel  Loan  Company. 

I  learned  upon  investigation  that  the  Chattel  Loan  Company  had 
absolutely  nothing  to  do  with  the  loan,  but  inadvertently  the  Chattel 
Loan  CompaTiy's  stamp  was  used.     Mr.  Hooker  stated  that  he  has  a 

receipt  given  him  by  Mr. for  amount  returned  to  him,  roiircscnting 

the  difference  between  the  amount  due  and  the  amount  of  the  chock. 

You  submitted  to  mc  the  following :  — 


Overcharge. 

1917. 

News  Investment  Company, 

SI  20 

March  12. 

McXnmara  Company, 

1  25 

April     14. 

Acme  Credit  Company,    . 

1  20 

Morch  23. 

Hamilton  &  Co., 

1  00 

.■\pril     IS. 

M.  K.  Maloni-y  Company, 

1  20 

March  12. 

M.  K.  .Muloncy  Company, 

2  25 

.April     18. 

J.  Goodman  Company, 

1  20 

March  12. 

.f.  (iiiodman  Company, 

1  20 

March  :U. 

J.  Cioodmun  Company,     . 

1  20 

/\pril  ^  18. 

tJnly  I/fian  Comi)any, 

1  20 

March  12. 

Only  I,oiin  Compuny, 

(10 

March  .^l. 

Only  Loan  Company, 

1  20 

April     18. 

1918.1 
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Overcharge. 
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Hooker  Credit  Company, 
Hooker  Credit  Company, 
Globe  Loan  Company, 
Globe  Loan  Company, 
Globe  Loan  Company, 
Globe  Loan  Company, 
City  Loan  Company, 
City  Loan  Company, 
City  Loan  Company, 
City  Loan  Company, 
City  Loan  Company, 
Employees  Loan  Association, 
Cole  Company, 

Employees  Discount  Company 
Brown  Credit  Company,  . 


$1  20 

1  55 

60 

1  20 

84 

60 

60 

1  20 

1  20 

1  20 

1  20 

1  20 

1  20 

1  20 

31 


March  23. 
May  10, 
March  29. 
March  23. 
April  18. 
May  10. 
March  12. 
March  29. 
March  21. 
April  18. 
May  10. 
May  10. 
April  18. 
March  12. 
March  12. 


The  aforementioned  former  lenders,  and  those  still  engaged  in  the 
business,  were  summoned  to  this  office  to  answer  to  the  charge  that  they 
had  overcharged  your  clients.  Each  such  lender  showed  a  receipt,  with 
the  exception  of  one  small  overcharge,  which  the  lender  said  he  took 
but  had  mislaid,  the  various  receipts  being  dated  when  the  Morris  Plan 
Company's  checks  were  received,  indicating  that  the  difference  between 
the  amount  of  the  loan  and  the  amount  of  the  check  received  had  been 
paid  to  a  borrower,  whose  debt  the  Boston  Morris  Plan  Company  had 
taken  up. 

The  former  manager  of  the  Acme  Credit  Company,  which  went  out 
of  business,  has  not  yet  replied  to  letter  notifying  him  of  the  alleged 
overcharge.  Mr.  McNamara  stated  that  he  held  a  three  months'  note, 
on  which  it  was  alleged  he  had  overcharged,  and  said  had  he  insisted 
that  it  remain  in  force  for  the  length  of  time  for  which  it  was  given,  he 
would  have  been  entitled  to  $2.25  for  the  three  months.  He  stated  at 
the  time  the  check  was  given  him  the  difference  between  the  amount 
due  and  the  amount  which  the  check  represented  was  returned  to  the 
borrower. 

I  have  seen  in  two  offices,  not  mentioned  above,  a  goodly  number  of 
receipts  given  for  rebating  overcharges  in  accordance  with  my  order 
referred  to,  but  do  not  know  what  number  of  them  were  given  by  your 
clieilts,  as  there  is  no  way  to  designate  them,  you  not  having  given  me 
the  name  of  the  borrowers  whose  loans  you  took  up. 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 


28  LOAN  AGENCIES.  [Jan. 

There  was  reference  made  to  a  note  of  ^NJr.  with  the 

Hooker  Credit  Company,  which  was  rephed  to  by  ]\Jr.  Gotten 
as  follows:  — 

Mr.  Frank  H.  Pope,  Supervisor  of  Loan  Agencies,  State  House,  Boston, 

Mass. 

Dear  AIr.  Pope  :  —  I  enclose  herewith  note  of  Air.  with  the 

Hooker  Credit  Company  in  the  amount  of  Slo.  This  note  was  not  paid 
by  our  check,  as  was  mj'-  understanding,  but  if  you  vn.\\  turn  same  over 
you  will  see  endorsed  on  the  back  the  amount  of  S16.95.    On  the  face 

of  his  application  among  other  bills  owed  by  him,  Mr.  hsted  this 

amount  as  due  to  the  Hooker  Credit  Companj',  the  statements  in  which 
apphcation  were  sworn  to  by  him  before  Lowell  D.  Hoyt,  on  May  7,  1917. 
Kindly  return  this  note  to  us  when  same  has  served  its  purpose. 
Yours  very  trulj-, 

P.  S.  Gotten, 
Vice  President  and  Treasurer. 

Later  Detective  Keating  visited  the  office  of  ^Ir.  Gotten  to 
try  and  get  the  names  which  were  omitted  in  the  list  of  de- 
clared overcharges,  which  Mr.  Gotten  declined  to  give,  stating 
that  he  regarded  transactions  between  his  company  and  its 
clients  as  strictly  confidential.  As  practically  all  of  the  com- 
panies against  which  he  had  brought  his  allegations  had  been 
forced  by  this  department  to  surrender  their  licenses,  and  had 
gone  out  of  business,  some  of  them  having  been  dissolved,  it 
was  not  deemed  advisable  to  try  and  press  the  matter  further. 

In  the  early  part  of  December  this  de]^artmcnt  noted  that 
licensed  money  lenders  were  advertising  extensively  that  money 
would  be  loaned  upon  Liberty  Bonds.  At  once  an  investi- 
gation was  made,  and  it  was  discovered  that  in  forty-eight 
instances  loans  had  been  made  where  Liberty  Bonds  had  been 
taken  as  security,  the  rate  of  interest  cliargcd  being  the  maxi- 
iiiiim  aiiionnt,  .'!  jxt  cent.  ])(T  iiiontli,  and  tl);it  (>iglit  such 
loans  li.id  j)een  made  where  the  interest  charge  was  1  per  cent. 
I)er  iiKiiitli.  This  information  led  to  the  issuing,  Dec.  12,  1917, 
1)1'  t lie  following:  — 
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Rule  relative  to  Loans  made  where  Liberty  Loan  Bonds  are 
GIVEN  AS  Security. 
No  licensed  money  lender  shall  make  a  loan  where  a  Liberty  Loan 
Bond  is  given  for  security  where  the  interest  charged  the  borrower  shall 
be  in  excess  of  1  per  cent,  per  month. 

No  loan  for  the  purchase  of  a  Liberty  Loan  Bond,  where  the  bond  is 
to  be  given  as  security,  shall  entail  an  interest  charge  to  the  borrower 
in  excess  of  1  per  cent,  per  month. 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

While  several  other  States  beside  Massachusetts  have  a  3  per 
cent  law,  there  is  a  trend  looking  toward  the  increasing  of  the 
rate  to  3^  per  cent.,  which  has  been  adopted  by  a  few  States 
by  way  of  law  amendment.  Those  who  have  given  the  matter 
careful  thought  and  earnest  investigation,  based  upon  what  is 
believed  to  be  a  proper  minimum  capitalization,  are  advo- 
cating the  higher  rate,  which,  being  based  upon  a  compre- 
hensive and  exhaustive  study  of  the  small  loans  business,  is 
referred  to  in  those  States  where  it  has  been  adopted  as  the 
"scientific  rate,"  and  such  it  has  been  declared  to  be  by  Prof. 
E.  E.  Burbank  of  the  Y.  M.  C.  A.  College  of  Chicago,  who 
has  given  this  subject  very  earnest  and  thoughtful  considera- 
tion. It  is  also  being  urged  by  the  American  Association  of 
Small  Loan  Brokers,  which  has  organizations  in  many  of  the 
States  of  the  Union,  and  which  has  contributed  very  materi- 
ally in  bringing  about  a  betterment  of  conditions  relative  to 
the  small  loans  business.  One  of  its  cardinal  principles  is  to 
seek  to  bring  to  book  violators  of  the  law  in  the  States  where 
the  association  has  a  member.  It  believes  in  uniformity  of 
State  legislation,  and  in  the  dignifying,  uplifting  and  standard- 
izing of  the  small  loans  business.  It  is  believed  by  this  de- 
partment that  a  branch  of  the  association  in  this  State  would 
prove  beneficial  to  the  small  loans  business.  The  association 
seeks  to  establish  itself  firmly  and  has  done  so  by  working  in 
connection  with  the  several  State  activities  having  control  of 
the  small  loans  business. 

While  no  effort  has  been  made  in  this  State  to  increase  the 
rate  to  3|  per  cent.,  with  the  more  general  acceptance  of  the 
belief  that  it  is  the  "scientific  rate,"  and  with  its  continued 
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adoption  by  other  States,  it  is  not  unlikely  that  an  effort  Avill 
another  year  be  made  to  increase  the  rate  in  this  Common- 
wealth so  that  the  rate  per  year  will  be  42  instead  of  36  per 
cent.,  but  much  will  undoubtedly  depend  upon  its  further 
operation  in  the  States  which  have  legalized  the  higher  rate. 
The  first  day  of  January,  1917,  there  were  100  licenses  issued, 
and  that  number  was  increased  by  issuing  licenses  to  Morris 
Plan  companies  in  Lowell,  Salem,  Taunton,  Haverhill,  Lynn, 
Pittsfield,  Lawrence  and  Norwood,  and  to  the  A.  J.  Purcell 
Company,  making  109  licenses  in  the  course  of  the  fiscal  year 
ended  Sept.  30,  1917,  at  which  time  there  were  88  companies 
operating,  21  companies  having  surrendered  their  licenses. 
Beginning  Sept.  30,  1917,  there  have  been  issued  82  licenses 
for  the  fiscal  3'ear. 

FRANK  H.   POPE, 
Supervisor  of  Loan  Agencies. 
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ANNUAL  REPORTS  OF  CHARTERED 
COMPANIES. 


Workingmen's  Loan  Association. 

LoansoutstandingSept.  30,  1917, $227,098  49 

Assets, $269,936  85 

Amount  of  loans  made, $187,748  08 

Number  of  loans, 2,676 

Average  size  of  loan, $70  16 

Average  income  of  loan, .  $13  19 

Average  cost  of  loan, $11  40 

Total  income,      .       .       . $35,310  95 

Total  expense, .  30,502  12 

In  favor  of  income, $4,808  83 

Expenses  itemized:  — 

Rent, $1,764  00 

Salaries, $4,999  92 

Wages $8,046  00 

Taxes,       .       .- $2,937  40 

Dividends, $7,500  00 

Remainder  in  other  items, $5,254  80 

Number  of  salaried  persons, 2 

Average  salary  per  year, .       .  $2,499  96 

Number  of  wage  earners, .  9 

Average  wage  per  year, $894  00 

Worcester  Collateral  Loan  Association. 

Loans  outstanding  Sept.  30,  1917, $104,517  16 

Assets, $115,823  55 

Amount  of  loans  made, $102,266  24 

Number  of  loans  made, 1,541 

Average  size  of  loan, .  $68  13 

Average  income  of  loan, .  $12  89 

Average  cost  of  loan,         .       ,       .       .       .       .       .      ■.  $10  72 

Total  income, $19,864  71 

Total  expense, 16,525  62 

In  favor  of  income, .        .  $3,339  09 
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Expenses  itemized: 

Rent, 

Salaries,    . 

"Wages, 

Taxes, 

Di\adends, 

Remainder  in  other  items, 
Nmnber  of  salaried  persons, 
Average  salary  per  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year. 


S796  88 
S2,700  00 
S3,569  00 
S1,4S9  28 
S4,212  00 
S3,758  46 
1 
S2,700  00 
3 
SI, 189  67 


COLLATEIL\L   LOAN   COMPAXY. 

Loans  outstanding  Sept.  30,  1917, 
Assets,  .... 
Amount  of  loans  made. 
Number  of  loans  made. 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan. 

Total  income. 
Total  expense, 

In  favor  of  income, 

Expenses  itemized :  — 

Salaries,    .... 

Taxes,       .... 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons. 
Average  salary  per  year,    . 

Chattel  Lo.\n  Company 
J.oans  outstanding  Sept.  30,  1917, 
Assets,  .... 
Amount  of  loans  made, 
Number  of  loans. 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan. 

Total  iiu'ome, 
Total  cxiH'iisc, 

DcliciciK'v  of  iiicoiiic, 


81,251,246  61 

•SI, 483,470  04 

82,780,356  39 

100,279 

S27  72 

SI  52 

SI  45 

S153,161  87 
145,595  14 

S7,566  73 


S26,3SS  03 
$29,421  21 
SS4,000  00 

S5,785  90 
18 

$1,466  00 


.   $176,174  45 

.   $188,102  62 

.   $200,386  38 

12,972 

SI 5  45 

$0  61 

$0  98 

S7,025  47 

12,809  21 

$4,883  74 
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Expenses  itemized :  —  ; 

Rent, ^  $4,000  00 

Salaries, $1,440  00 

Wages, $4,502  50 

Remainder  in  other  items, .  $2,866  71 

Number  of  wage  earners, 24 

Average  wage, $20  05 

The  report  covers  a  period  of  three  months.  The  small  average  in- 
come of  loans  is  due  to  the  fact  that  practically  all  of  the  company's 
loans  are  made  for  four  months,  and  but  a  small  number  were  paid  in 
the  three  months.  The  exceedingly  large  expense  is  due  to  the  remodel- 
ing and  refitting  of  offices  of  the  company. 
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L 

oan  Agencies  in  Boston  doing 

Secured  Business. 

Working  Capital, 
Sept.  30,  1917. 

Loans 
outstanding 
Jan.  1.  1918. 

Loans  made 
from  Jan.  1  to 
Dec.  31,  1917. 

Interest  from 

Jan.  1  to  Dec. 

31,  1917. 

Expenses, 
not  including 
Salaries,  from 

Jan.  1  to 
Dec.  31.  1917. 

$125,000  00 

$229,874  31 

$184,041  83 

$27,255  12 

$17,840  18 

28,100  00 

26,505  69 

30,082  75 

8.694  55 

3.600  55 

37,000  00 

31,789  31 

57.529  70 

11,426  46 

6,286  14 

25,500  00 

23,558  29 

38,787  51 

6,275  59 

3.704  07 

41,271  08 

45,390  72 

55,789  50 

13.859  67 

7.164  35 

19,810  93 

7,886  15 

14,326  09 

2.870  31 

1.462  69 

23,555  71 

22,887  80 

9,354  74 

4,671  88 

1,162  67 

14,000  00 

14,113  82 

22,899  63 

5.930  76 

4,011  10 

20,000  00 

15,494  40 

16,243  60 

1,948  41 

6.678  11 

4,701  97 

4,348  21 

8,577  01 

670  56 

343  10 

$338,939  69 

$421,848  70 

$437,632  38 

$83,603  31 

$46,252  96 

Loan  Agencies  in  Boston  doing  Secured  and  Unsecured  Bttsiness. 


Working 

Capital 

Sept.  30, 

1917. 

Loans 
outstand- 
ing Jan. 
1,  1918. 

Loans 

made  from 

Jan.  1  to 

Dec.  31,  1917. 

Interest  from 

Jan.  1  to 
Dec.  31,  1917. 

Expenses, 
not  including 
Salaries,  from 

Jan.  1  to 
Dec.  31,  1917. 

$6,000  00 

$4,840  80 
410  70 

$26,523  09 
100  00 

$2,057  80 
40  01 

S2.085  35 
11  75 

Unsecured. 
Secured. 

27,000  00 

32.546  07 

5,580  00 
35,443  04 

874  09 
9.371  82 

603  08 
4,318  35 

Unsecured. 
Secured. 

15,865  00 

20.657  20 

822  50 
13,376  08 

162  14 
3,255  76 

284  22 
3,194  87 

Unsecured. 
Secured. 

10,952  32 

2,770  56 
18,351  65 

328  00 
6.792  90 

31  00 
2,087  02 

147  09 
1,064  18 

Unsecured. 
Secxired. 

3,000  00 

398  60 
7,401  56 

830  72 
13.456  63 

112  20 
1,644  60 

62  63 
050  69 

Unsecured. 
Secured. 

35,001  70 

29.231  25 
5,347  95 

69,607  21 
22,681  00 

4.415  56 
2,ai3  48 

4,143  98 
1,718  50 

Unsecured. 
Secured. 

15,481  00 

6,432  45 
603  46 

11.171  63 
5,730  35 

760  81 
1,385  82 

1,616  52 
663  63 

Unsecured. 
Secured. 

Loan  Agencies  doing  Secured  Business  Outside  of  Boston. 


Workinn  Capital. 
^  Sept.  30.  1U17. 

Txjans 
oiitHtuiKling 
Jan.  1,  I'.lls. 

Loans  made 
from  Jim.  1  to 
Due.  31.  1917. 

Interest  from 

Jan.  1  to  Doc. 

31,  11117. 

Expenses, 
not  includinit 
Siilario.s.  from 

Jan.  1  to 
Deo.  31.  1917. 

$4,000  00 

63,000  00 

5,000  00 

18,1.50  00 

16,701  36 
86,316  87 
12.318  99 
21,079  10 

$2,304  30 

46.070  13 

3,706  22 

24.444  00 

$1,606  20 
10,214  01 
3,100  90 
3,648  78 

$726  38 
6,018  01 
2,361  41 
1,109  43 

$80,160  00 

$126,636  38 

$70,644  05 

$27,620  01 

$10,116  26 

1918. 
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Massachusetts. 
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Secured,  . 
Mixed,     . 
Secured,  . 
Mixed,     . 
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Carl  F.  A.  Morse, 

James  F.  Crowley,     . 

John  McMorrill, 

Ford  &  Page 
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-3 
-3 
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125  Washincton  Street, 
209  Essex  Street, 
237  Essex  Street, 
221  Essex  Street, 

The  Salem  Morris  Plan  Company,     . 

James  F.  Crowley 

Essex  Loan  Company 
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REPORT. 


Office  of  the  Supervisok  of  Loan  Agencies, 
Room  421,  State  House,  Boston. 

To  the  General  Court  of  Massachiisetts. 

In  accordance  with  the  requirements  of  section  1,  chapter  727 
of  the  Acts  of  1911,  I  have  the  honor  to  submit  the  eighth  report 
of  this  department. 

Since  the  United  States  entered  the  world  conflict,  the  business 
of  making  loans  by  the  licensed  money  lenders,  at  least  by 
most  of  them,  has  been  "looking  up,"  according  to  the  face- 
tious assertion  of  one  engaged  in  the  business,  because  there  was 
no  other  direction  in  which  it  could  look,  it  being  flat  on  its 
back.  That  this  is  unmistakably  so  is  definitely  shown  by  a 
comparative  status  of  the  business  the  year  prior  to  this  coun- 
try's becoming  identified  with  the  great  conflict  and  the  year 
1918. 

There  were  several  reasons  for  the  marked  decline  in  the 
money-lending  business  of  the  licensed  money  lenders  of  this 
Commonwealth.  With  each  new  activity  taken  over  by  the 
national  government  there  was  increasing  fear  upon  the  part  of 
the  lenders,  and  a  consequent  further  curtailment  of  their  op- 
portunity to  effect  loans.  It  was  very  early  appreciated  that 
the  gathering  in  by  the  national  government  of  certain  lines  of 
business  made  the  employees  under  those  circumstances  im- 
mune from  certain  legal  processes,  often  preventing  the  money 
lenders  from  taking  legal  measures  to  collect  loans  due  them, 
and  that  the  opportunities  and  privileges  which  had  been 
theirs  had  been  very  greatly  modifled.  There  would  be  no  as- 
signments of  wages  accepted,  no  trustee  process  carried  into 
effect,  or  other  legal  action  taken  where  the  debtor  was  em- 
ployed by  the  national  government,  and  this  would  apply  also 
to  State  employees. 
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Every  would-be  customer  was  noted  carefully,  to  ascertain 
whether  he  was  liable  to  the  draft,  and  if  so,  unless  he  was  par- 
ticularly well  knowTi,  or  had  been  a  customer  who  merited  con- 
sideration, his  appeal  was  not  favorably  received.  Under  these 
circumstances  the  loaning  of  so-termed  salary  or  wage  loans  was 
markedly  reduced,  and  for  similar  reasons  those  engaged  in  the 
lending  of  money  on  chattel  mortgages  were  extremely  chary  to 
whom  money  was  loaned.  It  is  estimated  that  this  combination 
of  circumstances  reduced  the  business  at  least  50  per  cent.,  and 
in  instances  it  ranged  from  that  to  70  per  cent. 

Under  the  conditions  produced  by  the  war,  if  any  legal  pro- 
ceedings were  commenced  against  a  borrower  while  he  was 
away,  any  one  in  his  behalf  had  merely  to  state  to  the  court 
that  he  was  in  the  military  service,  and  if  the  court  believed 
that  his  ability  to  defend  the  action  was  materially  affected  by 
reason  of  such  service,  the  court  could  grant  a  stay  of  the  action 
until  three  months  after  his  return,  or  for  such  shorter  period 
as  the  court  might  think  just.  Judgment  by  default  could  not 
be  taken  against  a  borrower  in  his  absence  without  a  special 
order  from  the  court.  The  court  might  appoint  an  attorney  to 
protect  his  interests,  and  this  attorney  could  not  waive  any  of 
his  rights  nor  bind  him  by  his  acts. 

If  judgment  was  finally  entered  against  a  borrower  the  court 
could,  nevertheless,  require  the  plaintiif  to  file  a  bond  to  make 
good  any  loss  that  the  borrower  might  suH'cr  by  reason  of  the 
judgment,  if  he  should  succeed  in  having  the  judgment  set 
aside  on  his  return.  When  the  borrower  returned  he  might 
apply  to  the  court  at  any  time  within  ninety  days,  and  if  the 
court  bclicxed  that  his  I'ights  had  been  injured,  and  that  hv  liad 
a  just  (k'fence,  the  judgment  niigiit  be  set  aside. 

If  there  was  a  mortgage  on  the  ])r()perty  of  a  borrower  in  the 
service  dated  ])rior  to  March  S,  liHS,  ;ind  if  he  o\\  ni-d  the  pro]>- 
erty  prior  to  his  entering  military  ser\  ice.  the  mortgage  could 
not  be  foreclosed  and  the  ])roperty  sold  in  his  absence  without 
a  special  order  from  the  court.  If  such  an  order  was  ap])lic(l 
for,  any  one  on  his  behalf  merely  had  to  state  to  tlic  court  that 
he  was  in  the  military  service.  If  the  court  lielieved  that  his 
al)ility  to  ctuuplx-  with  the  terms  of  tiie  mortgage  was  materi- 
ally   all'ectcd    hy    such    service,    the   coui-t    might    stay    tin-   ])ro- 
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ceedings  or  make  such  other  disposition  of  the  matter  as  seemed 
to  be  just. 

Under  these  circumstances,  therefore,  the  lender  felt  that  it 
behooved  him  to  take  extra  precautions  and  loan  to  no  one  ex- 
cepting those  who  would  be  outside  of  the  provisions  stated. 
In  manj^  cases  the  lender  was  unable  to  have  but  a  small 
amount  of  his  money  at  work;  therefore  the  return  was  meager^ 
and  practically  all  of  them  assert  that  for  the  past  year  and  a 
half  the  money-lending  business  has  been  a  decidedly  losing 
proposition  for  them. 

It  would  be  natural  to  presume  that  one  of  the  reasons  for 
the  decline  in  the  volume  of  business  among  the  licensed 
money  lenders  was  that  many  former  borrowers  who  had  been 
getting  an  ordinary  wage  had  gone  into  munition  plants  and 
other  lines  of  industry  where  very  much  higher  wages  were 
paid  them  than  they  had  received  before;  therefore  they  had 
been  placed  in  such  an  improved  financial  condition  that  they 
were  not  obliged  to  resort  to  borrowing.  This  is  true  to  a  con- 
siderable extent,  although  there  are  known  to  have  been  numer- 
ous cases  where  persons  receiving  much  higher  wages  found  they 
were  not  sufficient  to  meet  their  demands,  as  they  were  prof- 
ligate in  their  expenditures,  continued  in  an  impecunious  state, 
and  were  found  to  remain  among  the  list  of  borrowers.  But  the 
main  reason  for  the  decline  in  business  was  due  to  the  large 
number  of  men  in  the  service,  and  those  whom  it  was  known 
were  likely  to  be  if  hostilities  continued.  Thus  virtually  an  em- 
bargo was  placed  upon  may  thousands  of  individuals  who  had 
been  borrowers. 

Efforts  were  made  by  some  of  the  lenders  to  collect  either  in- 
terest or  the  amount  of  the  note  from  some  borrowers  who  had 
gone  into  the  service  but  had  not  gone  overseas.  An  illustra- 
tion of  conditions  as  they  existed  is  shown  in  the  case  of  a 
lender  who  was  owed  a  certain  amount  by  a  borrower  who  was 
in  the  service  at  Camp  Devens.  The  delinquent  was  written  to 
and  asked  if  he  could  not  do  something  to  meet  his  obligation. 
It  is  keenly  evident  by  his  reply  that  he  understood  the  situa- 
tion fully,  realized  his  rights  while  he  was  a  soldier,  and  replied, 
at  the  same  time  offering  advice,  suggesting  to  the  lender  that 
he  stop  sending  out  dunning  letters  to  men  in  the  service  and 
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save  the  postage,  which  would  be  wasted  if  such  a  practice  was 
to  be  continued,  and  invest  it  in  war  savings  stamps.  The  sug- 
gestion in  part,  at  least,  was  acted  upon  immediately,  and  the 
process  of  dunning  soldiers  was  discontinued  by  that  office,  not 
to  be  resumed  until  its  debtors  in  the  service  are  discharged 
therefrom. 

Liberty  Boxds. 

In  the  latter  part  of  1917  this  office  issued  a  rule  that  on 
loans  on  Liberty  Bonds  licensed  money  lenders  should  not  col- 
lect more  than  1  per  cent,  per  month  by  rate  of  interest, 
whereas  under  their  license  they  were  entitled  to  3  per  cent, 
per  month,  but  the  position  was  taken  that  with  such  abso- 
lutely safe  security  1  per  cent,  was  in  reality  a  liberal  rate  of 
interest.  In  the  early  part  of  the  present  year  practically  all  of 
the  licensed  money  lenders  in  this  city  were  visited  by  individ- 
uals representing  indirectly  the  Department  of  Justice,  who 
sought  to  have  those  money  lenders  who  were  advertising  to 
buy  or  sell  Liberty  Bonds,  or  loan  money  on  them,  refrain  from 
advertising  to  that  effect. 

The  matter  was  taken  up  by  this  office  with  those  interested 
in  trying  to  induce  the  discontinuance  of  such  advertising,  and 
the  Supervisor  discussed  the  matter  with  representatives  of  the 
Department  of  Justice,  who  maintained  that  owners  of  Liberty 
Bonds  had  a  perfect  right  to  sell  or  borrow  money  on  such  se- 
curity, and  that  there  was  no  power  to  prevent  them.  The 
argument  presented  to  the  money  lenders  was  that  it  was  not 
patriotic  upon  the  part  of  owners  of  bonds  to  sell  or  borrow 
upon  tlu'in,  and  it  certainly  was  not  patriotic  upon  the  part  of 
the  money  loiidcrs  engaged  in  that  branch  of  the  business  to  in- 
sert glaring  advc^rtiscmcnts  inducing  them  to  do  so.  This  office, 
realizing  tiiat  the  money  lcn(l(M-s  wcrc^  \  iolatiiiD;  no  condition  of 
their  license,  or  the  rules  and  rcgulatioi\s  of  this  ofiice,  or  of  the 
statutes,  but  appreciating  that  the  motives  of  those  seeking  the 
cessation  of  such  advertisements  were  well  based,  then  took 
the  niiitter  up  witli  said  money  l(>ii(lers,  with  tlie  hope  that  tlu" 
wishes  of  those  oj)posed  to  such  adx'ert isenieiits  might  be  met  in 
some  part,  and  suggested  to  said  lenders  that  in  their  a(i\(Ttise- 
ments  they  eliminate  the  word  "  Liberty,"  to  which  :ill  of  tluni 
cheerfiilK'   ;iss(Mite(l. 
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In  connection  with  this  matter,  the  newspaper  which  was  the 
principal  advertising  medium  of  the  lenders  dealing  in  bonds 
established  a  rule  that  no  person  or  company  could  advertise 
in  its  columns  who  were  dealing  in  Liberty  Bonds  unless  they 
were  licensed  money  lenders.  Several  persons  or  concerns  not 
licensed  were  seeking  to  speciahze  in  buying,  selling  and  loaning 
on  Liberty  Bonds,  and  were  dependent  in  a  great  measure  for 
their  business  upon  their  advertisements.  When  this  regulation 
was  made  by  said  paper  those  engaged  in  the  business  who 
were  not  licensed  became  applicants  for  a  money  lender's 
license  in  order  that  they  might  have  access  to  the  newspaper's 
advertising  columns.  But  two  licenses  were  issued  to  such 
concerns,  one  of  which  soon  after  ceased  loaning  money  on  such 
bonds,  and  bought  and  sold  only.  Those  who  sought  to  special- 
ize in  dealing  in  Liberty  Bonds  could  get  no  more  than  1  per 
cent,  per  month,  which  is  the  maximum  rate  of  interest  allowed 
by  law  for  unlicensed  dealers.  They  could  get  as  high  a  rate 
without  as  with  a  license,  but  they  were  debarred  the  oppor- 
tunity of  advertising  as  they  desired. 

Soon  after  the  licensed  dealers  eliminated  the  word  "Liberty" 
from  their  advertising,  and  learning  that  that  was  not  satis- 
factory to  those  representing  the  interests  of  the  Treasury  De- 
partment, they  held  a  meeting  and  voted  to  modify  the  size  of 
their  advertisements,  making  them  far  less  conspicuous,  and 
decided  that  each  would  use  the  same  amount  of  space.  It  was 
but  a  short  time  before  differences  of  opinion  arose,  the  agree- 
ment was  regarded  as  a  "scrap  of  paper,"  and  those  breaking 
away  from  the  compact  advertised  in  a  far  more  conspicuous 
manner  than  ever,  which  prompted  every  licensed  money  lender 
dealing  in  bonds  to  insert  advertisements  similar  in  size,  with 
the  result  that  the  dealers  in  Liberty  Bonds  occupied  a  very 
conspicuous  position  in  the  columns  of  the  newspapers  carry- 
ing their  advertisements.  This  led  to  renewed  activities  upon 
the  part  of  representatives  of  the  Treasury  Department,  who 
brought  suflficient  influence  to  bear  upon  the  newspaper  pro- 
prietor so  that  even  the  word  "bonds"  was  stricken  from  the 
advertisements.  The  attitude  taken  by  those  opposed  to  the 
latter  word  was  that  there  should  be  in  evidence  far  more  of  a 
patriotic  spirit  upon  the  part  of  persons  owning  and  dealing  in 
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Liberty  Bonds.  This  resulted  in  greatly  reduced  space  devoted 
to  advertising,  with  all  references  to  bonds  eliminated;  and  the 
nearest  approach  seeking  to  draw  attention  to  such  securi- 
ties were  the  statements  in  the  advertisements  that  dealers 
dealt  in  "listed  stocks,"  and  that  they  were  "licensed  and 
bonded."  In  this  manner  thej'  tried  to  inform  would-be  sellers 
of  Liberty  Bonds,  or  borrowers  upon  such  security,  where  they 
could  be  accommodated. 

Advertisements  relative  to  loaning  money  on  Liberty  Bonds, 
and  dealing  in  them  so  far  as  licensed  money  lenders  were 
concerned,  were  not  accepted  by  certain  other  papers  unless 
there  was  a  radical  change  in  the  wording.  Finally  it  was 
agreed,  so  far  as  concerned  at  least  one  paper,  that  licensed 
money  lenders  could  advertise,  provided  the  advertisement  was 
headed,  "I  advise  the  purchase  of  United  States  government 
bonds,"  which  seemed  to  meet,  from  the  newspaper  viewpoint, 
the  situation  so  far  as  it  was  concerned.  But  the  advertise- 
ments, instead  of  appearing  as  formerly  upon  the  page  devoted 
to  that  class  and  rate  of  advertising,  were  transferred  to  the 
financial  page,  which  represented  the  last  phase  of  newspa- 
per advertising  respecting  Liberty  Bonds  as  associated  with 
licensed  money  lenders.  Perhaps  no  feature  of  the  money-lend- 
ing business  was  so  prominent  last  year  as  that  connected 
with  loaning  money  on  such  security,  but  the  number  dealing 
in  them  were  very  few  in  comparison  to  the  number  of  licensed 
lenders,  particularly  in  Boston.  The  Chattel  Loan  Company, 
which  is  a  chartered  institution,  and  which  does  a  very  large 
business,  gave  the  matter  of  dealing  in  Liberty  Bonds  serious 
consideration  at  the  time  of  the  first  issue,  and  decided  that  it 
would  not  1)0  in  line  with  patriotic  oifort  to  deal  in  securities  of 
that  class,  and  asserted  that  it  would  not  do  so,  at  least  until 
after  the  last  bond  issue,  when  the  matter  would  probably  re- 
ceive further  consideration,  but  when  the  armistice  was  signed 
it  Ix'gan  to  loan  on  that  class  of  bonds.  This  c()mi)any  decided 
in  August,  1918,  that  there  would  be  no  interest  charged  to  men  in 
the  service  who  were  indebted  for  loans,  which  iiu>ant  a  large  loss 
Ijccausc  iiiany  in  tli(>  scrxice  were  indebted  to  the  company. 

On  April  17,  I'.IJS,  lion.  ("Iiarles  L.  Hurrill,  Treasurer  and 
Iieceiver-(  ienei-jil    of    the    ( "oninionwealtli,    relerred    this    oflice, 
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by  telephone,  to  a  letter  which  he  had  received  from  Randolph  F. 
Tucker,  Esq.,  regarding  advertisements  in  Boston  papers  of 
licensed  money  lenders,  relative  to  loaning  money  on  Liberty 
Bonds  at  1  per  cent,  per  month,  and  stated  that  Mr.  Tucker 
was  expressing  the  sentiment  of  the  Liberty  Loan  Committee. 
As  the  result  of  that  conversation  the  following  letter  was  sent 
to  the  licensed  money  lenders :  — 

The  Liberty  Loan  Committee  has  called  my  attention  to  advertise- 
ments upon  the  part  of  licensed  money  lenders  to  loan  money  at  1  per 
cent,  per  month,  taking  Liberty  Bonds  as  security,  and  has  declared, 
"It  seems  a  crime  that  these  companies  should  be  allowed  to  take  ad- 
vantage of  the  present  situation,  instead  of  helping  to  make  the  Liberty 
loan  a  success,"  and  stated,  furthermore,  that  it  has  been  intimated  that 
those  advertising  to  make  loans  on  Liberty  Bonds  are  likely  to  be  men- 
tioned at  Liberty  Loan  meetings  as  unpatriotic,  in  that  they  seek  to  take 
advantage  of  a  stress  of  circumstances,  and  are  likely  to  receive  consid- 
erable unpleasant  notoriety. 

A  letter  was  sent  to  Mr.  Tucker  informing  him  of  the  conver- 
sation with  Mr.  Burrill,  and  enclosing  a  copy  of  the  letter  sent 
to  the  lenders,  in  which  letter  was  the  following  paragraph :  — 

In  the  last  Liberty  Loan  Campaign  I  made  a  personal  canvass  among 
the  licensed  money  lenders  to  ascertain  what  they  were  taking  by  way  of. 
making  loans,  taking  Liberty  Bonds  as  security,  and  found  that  there 
had  been  48  loans  made,  the  interest  charged  being  3  per  cent,  per  month. 
I  immediately  notified  them  that  no  loans  should  be  made  where  the  rate 
of  interest  was  in  excess  of  1  per  cent,  per  month,  which  the  law  permits. 
Therefore  I  could  not  make  any  rule  niore  mandatory. 

It  was  evident  that  the  attitude  of  the  Liberty  Loan  Com- 
mittee had  no  appreciable  effect  upon  the  money  lenders,  for 
their  method  of  advertising  continued  until  pressure  was 
brought  upon  the  newspaper  proprietors  to  have  the  wording 
changed  to  meet  the  desires  of  the  critics  of  the  advertise- 
ments. 

Before  the  Liberty  Bond  issues  there  were  a  number  of  con- 
cerns dealing  in  old  gold,  teeth,  platinum  and  other  commodi- 
ties who  had  given  no  thought  to  engaging  in  the  money-lend- 
ing business,  but  about  the  time  lending  money  on  Liberty 
Bonds  became  a  feature  they  wanted  to  indulge  in  the  same 
class  of  business,  but  not  being  licensed  could  not  have  access 
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to  the  advertising  columns  of  certain  papers.  They  became  ap- 
pHcants  for  hcenses  in  order  to  take  advantage  of  the  adver- 
tising restrictions,  but  only  in  one  instance  was  the  request 
granted. 

Although  an  earnest  effort  was  made  to  reduce  to  as  low  an 
ebb  as  possible  dealing  in  Liberty  Bonds,  there  were  many  in- 
stances, unquestionably,  where  stern  necessity  demanded  that 
owners  of  such  bonds  sell  them  or  realize  upon  them  in  order  to 
meet  the  unusually  high  cost  of  living. 

The  argument  has  been  advanced  that  the  holder  of  Liberty 
Bonds  could  hardly  be  said  to  be  "poor  and  necessitous,"  and 
therefore  loaning  on  such  security  ought  not  to  be  permitted. 
On  the  other  hand,  there  is  plenty  of  evidence  to  show  that 
thousands  of  persons  bought  Liberty  Bonds,  —  moved  by  pa- 
triotic desire,  and  impelled,  undoubtedly,  to  a  certain  degree  by 
a  wave  of  enthusiasm,  —  who  really  should  not  have  done  so. 
While  it  may  not  have  been  that  coercion  was  applied  to  em- 
ployees by  employers  to  buy  Liberty  Bonds,  with  the  idea  of 
giving  the  concern  or  establishment  a  record  of  100  per  cent., 
there  is  no  doubt  whatever  but  in  many  instances  there  was  a 
convincing  way  of  offering  the  suggestion,  and  there  can  be  no 
question  but  that  many  persons,  whose  stipend  was  hardly  suffi- 
cient for  their  sustenance,  indebted  themselves  to  purchase  Lib- 
erty Bonds,  who,  when  they  realized  that  an  additional  burden  was 
placed  upon  them,  found  it  a  great  strain  upon  their  resources 
to  meet  their  obligations.  In  many  other  instances,  because  of 
death  or  sickness,  —  and  this  was  particularly  noticeable  be- 
cause of  the  prevalence  of  influenza,  —  they  were  compelled  to 
raise  money  upon  their  bonds,  if  they  owned  them,  or  to  make 
some  arrangements  whereby  the  continuation  of  payments  would 
devolve  upon  some  one  else  because  they  had  reached  their 
financial  limit,  "^riiis  applied  particularly  to  many  who  ft)und 
iU)  increase  in  their  wages  or  salary. 

In  this  connection  it  is  interesting  to  note  that  on  April  L3, 
1918,  there  appeared  in  the  "Saturday  K\ening  Post"  an  in- 
terview with  t'ornier  Secretary  of  the  Treasury  McAihx).  who 
said :  — 

For  cxjiiiiplc,  you  c;iniu)t  f<)rl)iil  people  to  .sell  Liberty  IJonils.  'riioro 
are  many  reasons  why  they  may  be  obliged  to  .sell  them.  Suppose  a  man 
of  tiioder.'ite  means  subscribes  to  several  thoviSMud  dollnrs  of  bonds,  and 
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one  of  his  children  is  taken  ill.  An  expensive  operation  is  necessary,  and 
he  gets  a  bill  for  .|1,000  from  the  surgeon,  and  another  large  bill  for  medi- 
cines, nurses,  etc.  I  know  what  that  means  because  I  have  experienced  it 
myself.  How  in  justice  and  in  sense  can  you  forbid  that  man  to  sell  one 
of  his  bonds?  If  you  did  he  would  never  subscribe  again.  Any  prohibi- 
tion upon  the  sale  of  Liberty  Bonds  would  restrict  subscriptions  to  such 
an  extent  as  to  jeopardize  the  success  of  future  loans,  and  would  be  an 
act  of  bad  faith  from  those  who  have  subscribed  to  the  past  loans  and 
who  may  have  been  unable  to  hold  their  bonds.  The  soundest  and  surest 
way  to  protect  the  price  of  government  bonds  is  to  teach  the  people  to 
save  so  that  they  may  become  true  investors  in  bonds,  and  not  merely 
subscribers  for  them. 

That  was  an  opinion  relative  to  the  subscriber  for  several 
thousand  dollars  for  bonds,  but  it  is  the  same  in  case  of  the 
ordinary  wage  earner,  who  had  invested  to  his  limit,  and  some- 
times sought  to  invest  beyond  that  point,  hoping  that  the 
future  would  enable  him  to  carry  out  his  patriotic  desire,  but 
who  felt  the  stern  pressure  of  sickness  in  the  family,  and  had  to 
seek  relief  either  through  sale  or  borrowing  upon  his  security. 

A  suggestion  was  made  by  this  office  to  those  representing  the 
Treasury  Department,  who  were  seeking  to  minimize  the  deal- 
ing in  this  class  of  bonds,  and  earnestly  and  honestly  trying  to 
have  the  small  borrower  retain  his  bonds,  that  there  might  be 
opened  an  opportunity  for  the  necessitous  borrower  to  receive 
accommodation  and  be  charged  a  less  rate  of  interest,  and  his 
interests  be  fully  protected  if  the  government  would  designate 
some  national  bank  in  Boston  to  open  a  department  whereby 
the  necessitous  might  have  their  imperative  needs  met.  While 
the  suggestion  was  declared  to  be  a  good  one  it  was  not  carried 
into  effect.  Neither  banks  nor  trust  companies,  so  far  as  this 
office  has  been  able  to  learn,  cared  to  pay  any  attention  to  the 
owner  of  bonds  of  a  small  denomination  who  desired  to  realize 
upon  them,  but  would  loan  money  on  Liberty  Bonds  for  a  con- 
siderable amount  provided  the  would-be  borrower  was  a  customer 
of  the  institution,  so  that  under  this  combination  of  circumstances 
the  owner  of  bonds  of  a  small  denomination  who  felt  the  pinch 
come  and  desired  relief  was  obliged  to  go  to  the  licensed  money 
lender. 

The  Liberty  Loan  Committee  of  New  England  called-  force- 
ful attention  to  what  it  regarded  as  the  patriotic  duty  of  origi- 
nal bearers  of  Liberty  Bonds,  and  suggested  that  they  retain 
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their  ownership  in  such  securities  instead  of  placing  them  on  the 
market.  It  was  said  that  a  larg^  number  had  undoubtedly  re- 
sorted to  the  easy  method  provided  for  of  selling  their  bonds  to 
satisfy  their  financial  wants,  and  asserted  that  it  was  evident 
that  such  had  been  done  from  the  stock  market  prices  of  the 
bonds.  It  was  declared,  furthermore,  that  while  the  depressed 
market  price  of  the  bond  need  not  afford  concern  to  the  holder 
thereof,  and  was  not  likely  to  impair  in  a  serious  degree  the  sale 
of  future  issues,  there  were  good  reasons,  nevertheless,  why  per- 
sons should  keep  their  Liberty  Bonds.  In  selling  the  bonds,  the 
committee  said,  it  relied  upon  patriotism  to  get  persons  to  buy 
the  bonds,  even  though  a  bond  of  a  previous  issue  be  adjudged 
preferable  from  a  purely  investment  viewpoint.  It  was  said 
that  the  moment  a  bond  passes  from  one  hand  to  another  it 
ceases  to  be  any  longer  the  contribution  of  the  original  pur- 
chaser, but  becomes  the  contribution  of  some  other  person  or 
organization,  which  seems  to  be  no  satisfactory  fulfillment  of 
the  part  a  bond  buyer  is  supposed  to  sustain. 

Various  reasons  have  been  given  for  the  low  figures  at  which 
Liberty  Bonds  have  been  sold,  among  them  being  Christmas, 
the  armistice,  lack  of  employment,  Spanish  influenza,  each  of 
which  undoubtedly  may  be  regarded  as  a  contributing  cause, 
but  millions  of  dollars  worth  of  such  bonds  were  sold  at  a  loss 
that  the  latter  might  be  figured  in  the  income  tax  reports  of  the 
selling  owners.  Regarding  the  result  of  investigation  of  said 
reasons,  it  may  be  said  that  the  armistice  meant  virtually  the 
end  of  the  war,  and  with  many  there  was  a  marked  diniinution 
of  their  patriotic  spirit.  Munition  plant  cin])l()yccs  fduiid 
themselves  without  work,  many  of  whom  had  to  sell  their  bonds 
to  obtain  money,  and  other  holders  needed  the  wherewith  to  ]>ay 
accumulated  bills.  With  the  signing  of  the  armistice  many  be- 
lieved they  could  consistently  sell  (heir  bonds  and  realize  the 
cash,  which  resultcnl  in  many  people  i)arting  \\ilh  their  holdings. 
Undoubtedly  there  were  many  who  were  reccixing  higher  wages 
than  ever  before  wlio  did  not  take  into  account  that  tlie  era  of 
prosperity  miglit  not  long  continue,  and  who  i)ledged  them- 
selves to  buy  more  bonds  than  they  could  all'ord  to  carry,  and 
with  th<!  unexpected  ending  of  the  war,  with  their  ])ositions 
gone,  ioiHid  themselves  in  a  somewhat  embarrassing  position. 
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In  connection  with  the  Liberty  Bond  situation  the  folTowing^ 
from  the  financial  column  of  the  "Boston  Herald"  would  seem 
to  be  of  interest :  — 

Did  Patriotism  among  Bankers  die  with  Last  Liberty  Loan? 

A  man  stepped  into  a  bank  not  far  from  Boston  through  which  he 
had  bought  some  Liberty  Bonds  of  the  fourth  loan,  in  the  last  campaign, 
with  the  idea  of  increasing  his  holdings.  He  was  paying  for  his  bonds  on 
the  government  plan,  and  his  subscription  was,  therefore,  50  per  cent, 
paid.  He  had  funds  for  investment  coming  in  the  next  three  months,, 
and  desired  to  take  advantage  of  the  current  low  level  of  Liberty  Bonds 
to  average  the  price  of  his  investment.  With  the  funds  he  was  prepared 
to  furnish  immediately,  it  would  have  involved  a  loan  from  the  bank  equal 
to  about  60  per  cent,  of  the  face  value  of  the  Liberty  Bonds. 

The  bank  refused  to  accommodate  him. 

Asked  for  a  reason,  the  banker  replied:  "You  are  buying  the  bonds 
for  speculation,  and  we  cannot  finance  such  business." 

"I  am  buying  them  for  investment,"  replied  the  investor. 

"No,  you  are  buying  them  because  they  are  cheap,"  replied  the  banker, 
"and  that  is  speculation." 

He  did  not  grant  the  accommodation,  —  a  loan  secured  by  govern- 
ment bonds,  and  with  a  margin  of  over  30  per  cent,  of  the  market  value 
of  the  bonds. 

Later,  perhaps  reahzing  that  his  course  might  be  construed  as  unpa- 
triotic, he  added  that  the  investor  was  not  a  depositor  in  the  bank,  though 
the  bank  had  his  Liberty  Bond  subscription,  and  that  he  aimed  only  tO' 
take  care  of  "their  own  people." 

It  is  the  province  of  a  banker  to  say  to  whom  he  will  lend  funds,  and 
on  that  ground  his  conduct  might  be  excusable.  But  when  he  refused  ta 
encourage  the  purchase  of  Liberty  Bonds  by  investors,  on  the  ground 
that  to  buy  at  low  prices  is  speculation,  it  reflects  a  narrowness  of  mind 
which  is  not  only  unpatriotic,  but  is  a  menace  to  the  whole  plan  of  govern- 
ment finance. 

The  nearest  approach  by  a  fiduciary  organization  to  try  and 
meet  in  a  measure  the  situation  was  that  of  the  Fidelity  Trust 
Company  of  this  city,  which  in  advertising  stated  that  "The 
Fidelity  Trust  Company  believes  in  the  U.  S.  A.,  and  believes 
that  Liberty  Bonds  are  the  best  investments  of  the  world.  It 
therefore  is  willing  to  purchase  at  par  Liberty  Bonds,  all  issues, 
if  proceeds  are  placed  on  deposit  in  our  savings  department, 
subject  to  our  rules  and  regulations,"  which  were  as  follows:  — 
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Boston  191S. 

In  consideration  of  Fidelity  Trust  Company  of  Boston,  Mass.,  buj-ing 

from  me  this  day  S (par  value)  Liberty  Bonds  at  par,  I 

hereby  agree  with  the  FideUty  Trust  Company  to  forth'o-ith  deposit  the 
proceeds  of  said  sale  in  the  sa\-ings  department  of  said  Fidelity  Trust 
Companj-,  and  to  leave  the  same  there  for  at  least  one  year  from  the  date 
hereof. 


When  the  Fidelity  Trust  Company  began  its  advertising, 
Liberty  Bonds  were  not  selling  nearly  as  low  as  a  little  later. 
The  original  thought  was  that  the  bank  was  in  a  position  to 
help  owners  of  small  amounts  of  bonds  without  taking  risk  of 
loss,  because  it  was  required  that  they  should  leave  the  money 
in  the  savings  department  of  the  institution  for  a  year.  Re- 
sponses were  few,  and  when  the  price  of  the  bonds  fell  in  the 
market  the  company  discontinued  the  advertisements.  Later  it 
advertised  to  buy  Liberty  Bonds,  provided  the  proceeds  were 
deposited  in  the  savings  department  subject  to  the  rules  and 
regulations  such  as  pertained  to  any  and  all  deposits.  The 
company  had,  however,  for  some  time  made  small  loans  to 
persons  giving  Liberty  Bonds  as  security,  whether  they  banked 
with  the  institution  or  not,  and  are  almost  daily  making  such 
loans  at  the  regular  discount  rate  that  they  would  make  to  any 
commercial  customer  of  the  bank,  which  of  late  has  been  G 
per  cent,  per  annum.  It  has  been  found  that  not  a  few  borrowers 
seemingly  were  satisfied  with  the  amount  of  the  loan  received, 
for  not  in  all  cases  would  they  take  up  the  loan  when  it  was 
due,  in  wliich  case  the  bank  would  sell  the  bond  and  forward 
a  check  for  the  amount  representing  the  difference  between  the 
face  of  the  note  and  the  amount  received  by  the  sale  of  the 
bond.  By  this  attitude  the  Fidelity  Trust  Company  has  un- 
mistakably been  of  great  benefit  to  many  small  borrowers  who 
have  been  able  to  secure  a  loan  at  a  mininnim  expense. 

Relative  to  Liberty  Bonds  interesting  ex])erienees  were  those 
of  David  Levin  of  llic  News  Investment  Ci)nii)aiiy  and  Harry 
Bornstein  of  ihr.  Realty  Investment  Company.  In  the  case  of 
the  former  a  stranger  went  into  his  place  with  a  SlOO  bond, 
which  was  bought.  The  next  day  the  stranger  sold  him  a  $500 
bond.      Soon    after    members  of  the   secret   service   departnuMit 
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and  a  representative  of  the  Federal  Reserve  Bank  went  to 
Mr.  Levin's  office  to  make  inquiries  about  the  $500  bond,  and 
asked  whether  he  could  remember  the  person  who  sold  it,  and 
if  he  would  be  willing  to  identify  him  if  he  could  do  so.  Two 
or  three  weeks  later,  Mr.  Levin  stated,  he  was  asked  to  send 
his  bookkeeper  down  to  the  Federal  Reserve  Bank  to  try  to 
identify  a  person  as  the  seller  of  the  bond,  and  later  Mr.  Levin 
was  called  there.  He  said  soon  the  person  under  suspicion 
came  in  sight,  and  he  greeted  him  very  effusively,  and  asked 
him  if  he  had  any  more  bonds  to  sell.  The  suspected  individual 
sought  to  evade  the  question,  but  Mr.  Levin  was  very  persist- 
ent, and  the  person  of  whom  he  bought  the  bond  said  "no" 
several  times.  Mr.  Levin  then  indicated  to  the  secret  service 
men  that  he  was  the  person  from  whom  the  bond  was  bought, 
and  he  was  taken  away  immediately  by  them.  Mr.  Levin  said 
that  he  later  received  a  reward  for  the  identification. 

Mr.  Bornstein's  statement  in  regard  to  this  transaction  is  that 
some  time  before  he  was  at  a  well-known  banking  house  where 
he  was  introduced  to  a  representative  of  the  Federal  Reserve 
Bank,  who  told  him  that  several  Liberty  Bonds  which  they  were 
trying  to  trace  had  been  stolen  from  the  bond  department  of 
the  bank.  Mr.  Bornstein  asked  the  representative  to  call  at  his 
office,  which  he  did  that  afternoon,  and  he  inquired  if  Mr. 
Bornstein  had  bought  a  $500  bond.  Mr.  Bornstein  replied  that 
he  had  not  bought  one,  but  that  Mr.  Levin  had  called  up  and 
had  told  him  about  a  $500  bond  which  he  had  bought,  and  from 
there  the  culprit  was  easily  traced. 

Mr.  Bornstein  stated  that  on  Nov.  21,  1918,  two  men  came  to 
his  office,  one  of  whom  he  knew  by  name.  The  stranger  had  a 
$1,000  Liberty  Bond  and  was  identified  by  the  acquaintance  of 
Mr.  Bornstein,  who  told  him  that  the  stranger  was  a  friend  of 
his  and  was  all  right.  Mr.  Bornstein  asked  a  number  of  ques- 
tions regarding  the  manner  in  which  he  came  into  possession  of 
the  bond,  why  he  wanted  to  sell  it,  and  to  what  purpose  he  in- 
tended to  apply  the  money.  The  stranger  said  that  his  father 
died,  and  that  shortly  before  his  death  gave  him  the  bond,  and 
he  saw  an  opportunity  to  buy  an  automobile  reasonably,  which 
he  intended  to  use  for  commercial  purposes,  and  that  is  why  he 
wanted  the  cash.    Mr.  Bornstein  said  that  while  upon  the  face 
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of  it  the  explanation  seemed  to  be  satisfactory,  still  he  enter- 
tained a  suspicion  that  perhaps  everything  was  not  all  right, 
but  he  agreed  to  buy  the  bond,  and  gave  him  part  cash,  telling 
him  to  come  in  a  little  later  for  the  balance.  Soon  after  a 
Pinkerton  agent  came  to  his  office  with  a  list  of  stolen  bonds 
and  also  their  numbers.  He  looked  over  the  list,  but  there  was 
no  reference  to  a  third  issue  §1,000  bond  there.  There  were 
listed  several  SI, 000  fourth  issue  bonds,  and  Mr.  Cohen  of  Mr. 
Bornstein's  office  in  looking  over  the  list  noticed  that  the  num- 
ber of  the  SI, 000  third  which  had  been  bought  that  afternoon 
was  the  same  as  the  number  of  the  fourth  issue  which  had  been 
stolen.  A  few  minutes  later  the  young  man  who  had  sold  the 
bond  came  in  and  wanted  the  money.  Mr.  Borustein  said, 
"All  right,  but  you  will  have  to  wait  a  few  minutes  as  I  am 
busy  just  now."  Then  he  wTote  out  what  purported  to  be  a 
check,  and  said  to  his  assistant,  speaking  loud  enough  for  the 
one  who  wished  to  sell  the  bond  to  hear,  "Go  down  to  the  bank 
and  cash  that  check,"  but  what  he  wrote  was  for  Mr.  Cohen 
to  go  to  headquarters  and  also  to  the  Pinkerton  agency.  INIr. 
Cohen  was  gone  about  twenty  minutes,  and  the  young  man 
who  was  waiting  was  getting  very  nervous,  as  was  Mr.  Born- 
stein,  because  of  the  delay  in  the  expected  response.  Soon  INIr. 
Cohen  came  in  with  two  headquarters  men  and  a  Pinkerton 
man.  It  was  learned  that  the  bond  thief  had  a  confederate  at 
the  lower  door  waiting  for  him,  who  was  captured,  and  tlirough 
whom  two  others  fell  into  the  official  net.  The  persons  ar- 
rested broke  into  a  garage  in  Maiden  and  stole  bonds  amount- 
ing to  $0,000  or  S7,000.  The  man  captured  at  the  foot  of  the 
stairs  was  found  to  lunc  in  his  possession  sc^•lM■aI  thousand 
dollars  worth  of  l)on(ls,  and  a  large  amount  of  money  in  cash, 
and  the  arrest  of  these  individuals  was  credited  to  the  sagacity 
and  the  quick-wittedness  of  the  money  lenders  referred  to,  who, 
as  have  others,  sought  in  every  instance  to  try  and  satisfy 
themselves  that  bonds  ollVred  them  for  sale  were  the  property 
of  the  ones  seeking  to  effect  the  transaction.  When  there  has 
been  any  doubt  they  have  sought  to  ha\e  the  matter  properly 
investigated,  so  that  if  there  was  anything  out  of  character  it 
could  be  learned,  and  any  wrongdoing  be  punished. 
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Morris  Plan  Companies. 
Relative  to  the  status  of  the  money-lending  business  and  the 
effect  of  the  war  upon  it,  a  letter  was  written  to  Preston  S. 
Cotten,  Esq.,  vice-president  and  treasurer  of  the  Boston  Morris 
Plan  Company,  asking  what  the  general  effect  of  the  great  con- 
flict had  been  upon  the  business  of  the  Morris  Plan  companies, 
to  which  Mr.  Cotten  replied  as  follows :  — 

I  have  your  favor  of  December  9  and  note  your  inquiry  concerning  the 
general  effect  of  the  war  upon  the  Morris  Plan  business. 

I  have  very  pronounced  views  on  this  matter,  and  my  experience  with 
this  company  and  as  president  of  the  New  England  Morris  Plan  Bankers 
Association  during  the  years  1917  and  1918  shows  conclusively  that  the 
demand  for  loans  from  industrial  workers  during  the  period  mentioned 
was  very  materially  decreased  by  reason  of  the  war  conditions. 

The  very  large  increase  in  the  wage  scale,  of  course,  had  a  decided 
effect  in  that  a  responsible  worker  did  not  find  it  difficult  to  maintain  his 
family  in  excellent  circumstances  without  the  necessity  for  borrowed 
capital.  Then,  again,  a  large  number  of  the  younger  men,  who  have 
very  often  been  borrowers,  went  into  the  service,  and  this  of  course  placed 
them  beyond  the  ban  of  possible  credit  for  loans. 

Our  own  experience  with  the  Boston  company  showed  an  actual  de- 
crease in  the  legitimate  demand  for  small  loans  of  at  least  60  per  cent. 
In  fact,  we  found  our  business  very  seriously  curtailed  owing  to  the  small 
demand  for  our  funds.  Of  course  there  are  always  people  who  would 
borrow  if  possible,  but  this  element  constitutes  an  irresponsible  and  rather 
poor  class  of  risk  for  credit. 

The  railroads  under  government  operation  not  only  paid  their  em- 
ployees much  higher  wages,  and  thereby  decreased  the  need  for  borrowed 
funds,  but,  by  making  it  almost  impossible  to  collect  from  their  employees, 
made  any  loans  most  undesirable  and  inadvisable.  The  same  is  true  of 
the  express  companies  and  telegraph  companies.  The  State  employees 
are  not  subject  to  legal  process,  and  are  therefore  undesirable  as  credit 
risks,  and  the  seeming  desire  on  the  part  of  the  industrial  workingmen  to 
constantly  change  their  occupation  and  place  of  emplojnxient  has  all  gone 
to  affect  this  business  very  materially. 

It  is  to  be  regretted  that  the  Commonwealth  of  Massachusetts  has  a 
statute  which  exempts  $20  of  a  workingman's  pay,  thereby  making  it 
necessary  either  to  eliminate  the  man  of  $20  a  week  wage  as  a  credit  risk, 
or  charge  such  a  high  rate  of  interest  that  the  risk  involved  is  offset  by 
large  profits. 

I  am  enclosing  you  an  article  I  wrote  last  summer  on  this  subject, 
which  you  may  find  answers  some  of  your  questions. 
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The  article  to  which  Mr.  Gotten  referred  was  as  follows  :t— 

I  have  been  asked  to  WTite  briefly  my  views  concerning  the  effect  the 
war  has  had  upon  the  operation  of  a  ^Morris  Plan  company.  It  is  but 
natural  that  ray  opinion  should  be  influenced  by  conditions  as  we  find 
them  in  and  around  Boston,  but  I  beheve  the  same  general  principles 
would  apply  to  the  operation  of  this  business  in  anj'  section  of  the  country. 

The  basic  principle  of  the  Morris  Plan  of  Industrial  Banking  is  that  a 
person  of  good  character  who  works  for  wages  is  a  safe  bankable  credit 
risk  for  a  loan  of  approximately  10  per  cent,  of  his  annual  wages,  proAided 
the  Hquidation  or  repajTiient  of  such  loan  be  arranged  for  by  a  series  of 
regular  weeklj^  or  monthly  pa^anents  distributed  over  a  period  not  to 
exceed  one  year,  and  further  proAdded  the  loan  be  made  to  meet  a  real 
need  or  economic  necessity  of  the  borrower.  In  other  words,  a  working 
man  may  safely  be  loaned,  say  SlOO,  to  pay  a  debt  contracted  for  a  neces- 
sity if  he  be  required  to  immediately  set  aside  out  of  his  salary  a  sinking 
fund  of  S2  weekly  (or  2  per  cent,  of  the  loan)  ^\dth  wliich,  after  fifty  weeks, 
to  repay  the  loan.  Of  course  the  man  who  applies  for  the  accommodation 
must  show  good  character,  regular  habits  and  a  record  of  continuous 
emplo}Tment. 

The  need  to  borrow  implies  the  inability  of  the  applicant  to  meet  his 
immediate  financial  requirements,  which  inability  may  be  caused  either 
by  low  wages,  high  or  unusual  li^•ing  expenses  or  unemplojTiient,  volun- 
tar}^  or  involuntary. 

If  the  wages  of  such  a  would-be  borrower  be  substantially  raised, 
without  any  corresponding  increase  in  living  cost,  and  under  such  in- 
creased scale  permanent  cm])loAinent  be  given,  then  immediately  the 
need  for  financial  accommodation  disappears,  or  sJwuld  disappear.  There 
may  still  remain  the  desire  to  borrow,  but  the  factor  governing  the  grant- 
ing of  the  loan  should  be  the  need  for  same.  So  it  is  with  industrial  condi- 
tions in  New  England  now.  The  scale  of  wages  has  increased  so  abnor- 
mally that  the  need  of  the  working  classes  f{)r  borrowed  money  in  any 
substantial  volume  has  practically  disappeared. 

I  do  not  mean  by  this  statement  that  it  is  impossible  to  loan  money 
to  wage  earners  now,  for  there  arc  —  and  always  will  be  —  thousands 
of  people  willing  tind  anxious  to  borrow  money  "when,  as  and  if  jiossiblc," 
but  I  do  submit  that  the  need  for  such  liorrowing  by  Iho  honest,  industrial 
laboring  man  in  New  England  no  longer  exists.  Undoubtedly  tliis  condi- 
tion is  al>normal  and  temporary,  but  none  the  less  true. 

It  may  be  urged  tliat  living  costs  have  also  largely  increnseil  and  the 
margin  between  wages  miuI  living  expenses  is  no  larg(M'  now  than  jirior  to 
the  war.  Any  careful  study  of  the  subject,  ho\vever,  will  prove  conclu- 
sively to  the  cont^ar>^  Every  line  of  (radr  which  sells  lu\uri(>s  of  the 
cheaper  kind  reports  sales  far  in  advance  of  any  prior  periiul.  Motor 
cycles,  cheap  automobiles  and  cheap  talking  machines  were  never  so 
numerous.  We  are  ;dl  familiar  with  the  splendid  j^atriolisni  of  (he  indus- 
trial classes  siiown  by  the  eiiornions  anioiuit  of  Liberty  lioiuis  Ihey  bought 


1919.]  PUBLIC  DOCUMENT  — No.  95.  19 

and  paid  for.  This  all  spells  prpsperity,  a  surplus  of  cash,  better  living 
conditions,  AND  —  no  need  of  borrowing. 

Then,  again,  we  find  the  former  steady  employee  disposed  to  move  from 
one  factory  to  another,  always  with  the  higher  wage  incentive  in  mind. 
To  this  peripatetic  worker  the  doors  of  credit  must  necessarily  be  closed, 
and  the  day  of  readjustment  will  find  him,  I  fear,  without  employment 
and  unsettled  in  mind,  susceptible  to  every  socialistic  suggestion. 

Conservation  would  prompt  a  careful  analysis  of  probable  conditions 
affecting  the  social  and  financial  status  of  the  industrial  classes  after  the 
war.  Undouijtedly  we  must  go  through  a  period  of  readjustment,  a 
reclassification  of  industries,  and  wages  must  necessarily  be  standardized 
on  a  lower  scale,  a  very  much  lower  scale,  if  we  are  to  compete  with  other 
nations  for  our  share  of  the  world's  commerce. 

A  careful  executive,  therefore,  in  considering  the  development  of  busi- 
ness for  a  Morris  Plan  company,  will  not  overlook  the  possible  inability 
of  borrowers,  whose  credit  was  extended  on  the  present  scale  of  wages, 
to  repay  the  loan  when  the  inevitable  lower  scale  becomes  effective. 

Undoubtedly  living  expenses  will  also  be  readjusted  on  a  descending 
scale,  but  not  so  rapidly  as  wages. 

In  the  writer's  opinion  the  regular  Morris  Plan  loan  made  upon  the 
basis  of  the  borrower's  present  wages  would  prove  unhquid,  not  to  say 
unsafe,  under  the  conditions  which  must  result  when  the  war  industries 
are  stopped  and  normal  conditions  return.  And  so  Morris  Plan  managers 
and  executives  who  have  to  consider  these  many  new  problems,  who  must 
develop  business  along  new  lines  to  take  the  place  of  old  business  no 
longer  available,  will  heartily  agree  with  General  Sherman  in  his  now 
famous  definition  of  war. 

It  may  be  that  this  is  the  acid  test  to  try  the  business  initiative  and 
resourcefulness  of  the  successful  manager  who  can  adapt  his  operation 
of  a  company  to  meet  these  changed  conditions  so  as  to  make  his  dividend, 
not  because  of  the  war,  but  in  spite  of  it. 

Explanations  were  given  by  Morris  Plan  companies  for  the 
increase  and  decrease  of  their  business,  as  follows :  — 

"To  the  natural  growth  of  the  company,  it  seems  to  me,  is  largely  to  be 
credited  the  reason  for  the  increase  of  loans  of  $300  and  under." 

"Our  forecast  of  January^  1918,  considered  a  business  of  $175,000  for 
the  year.  We  actually  did  a  business  of  $188,000  for  the  year,  which  was 
somewhat  above  what  was  considered  would  be  a  normal  growth,  not 
taking  into  consideration  war  conditions.  We  carried  on  a  somewhat 
extensive  newspaper  advertising  campaign  in  1917,  but  have  no  means  of 
taking  up  the  matter  to  be  sure  whether  our  growth  can  be  traced  to  said 
advertising.  Frankly,  I  am  at  a  loss  to  account  for  our  growth,  but  con- 
sider it  the  outcome  of  our  various  business  connections,  and  establishing 
ourselves  in  the  confidence  of  the  public." 

"The  falling  off  of  the  small  loans  in  1918  as  compared  with  1916  is 
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accounted  for  by  the  fact  that  we  were  verj'  cautious  in  making  loans  to 
men  of  the  draft  age." 

"WTiatever  increase  has  been  shown  in  our  loans  of  S300  and  less  has 
been  due,  more  than  any  other  factor,  to  my  mind,  to  the  fact  that  there 
is  a  constantly  groT\ing  confidence  in  this  institution.  We  insist  upon 
courtesy  and  fair  treatment  to  all.  The  purposes  for  which  we  loaned 
in  1918  were  not  verj'  different  from  those  of  previous  years.  Perhaps 
there  has  been  more  borrowing  for  coal  and  doctors'  bills  than  usual,  but 
the  great  majority  of  loans  were  to  those  people,  who,  with  many  old 
bills  against  them,  and  earning  good  pay,  took  this  means  of  squaring  up 
and  concentrating  their  indebtedness.  All  told,  I  should  say  that  our 
increase  has  been  in  keeping  ■'^ith  the  general  trend.'' 

"Repljong  to  your  inquirj'  as  to  our  business  the  past  year,  will  say 
that  it  was  slightly  less  than  in  1917.  In  normal  times  our  business  has 
increased  approximately  $100,000  per  year.  The  majority  of  our  loans 
are  for  constructive  purposes,  and  not  to  people  who  are  ordinarily  cus- 
tomers of  loan  brokers.  Consequently,  our  business  has  not  been  affected 
to  as  great  an  extent  as  others  by  the  high  wages  which  have  been  paid 
the  past  two  or  three  years." 

"I  can  give  no  reason  for  the  increase  in  our  business  other  than  its 
natural  growth.  We  feel  that  had  it  not  been  for  the  unusual  conditions 
brought  on  by  the  war  we  would  have  made  a  much  more  creditable 
showing  than  we  have  done,  but  on  account  of  the  draft  restrictions  our 
advancement  was  vevy  slow." 


Comparative  Statistics. 

Loans  made  by  Several  Morris  Plan  Companies  and  Remedial  Loan  Asso- 
ciations during  Ten  Moiiths  of  1916  and  1918,  respectively  {S300  and 
less) . 


CnpitiU 
Stock. 

Total  Loans  made  durinq 
Ten  Months. 

1916. 

1918. 

A, 

$125,000  00 

$155,495  59 

S135.717  29 

B, 

70,200  00 

87,487  83 

85,862  02 

c, 

."iO.OOO  00 

71.170  00 

78.841  SO 

D, 

r)()(),n()o  00 

600,724  00 

S-W-SOO  65 

E, 

100,000  00 

85,703  00 

74,394  95 

F, 

100,000  00 

90,784  00 

Uu.r^hl  07 

G, 

fiO.OOO  00 

47.075  00 

61,430  00 

H, 

100,000  00 

.M1.438  00 

lia.l.W  38 

I. 

100,000  00 

114,725  00 

1(12,907  45 

J. 

1(K),0{H)  00 

67,408  50 

138,182  83 

K, 

• 

100,000  00 

171.050  13 

320,132  14 

S 
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Loans  made  hj  Secured  Offices  in  Boston  during  Ten  Months  of  1916  and 
1918,  respectively  {$300  and  less). 


A, 

B, 
c, 

D, 

E, 
F. 
G, 
H, 
I, 


Capital 
Stock. 


85,000  00 
10,000  00 
50,000  00 
10,000  00 
5,000  00 
22,000  00 
17,500  00 
20,000  00 
10,000  00 


Total  Loans  made  dubinq 
Ten  Months. 


1916. 


$56,152  06 
57,828  45 
51,396  19 

103,319  45 
12,352  63 
23,724  34 
15,417  51 
17,905  00 
7,391  72 


1918. 


$21,904  48 

38,277  05 

26,340  81 

40,723  50' 

6,193  56 

4,925  07 

20,312  00 

12,396  00 

3,912  32 


Loans  made  by  Mixed  Offices  in  Boston  during 

1918,  respectively. 


Ten  Months  of  1916  and 


Capital 
Stock. 


A, 

B, 

C, 

D. 

E, 

F, 

G, 

H, 

I, 

J, 

K, 

L, 

M, 

N, 

O, 

P, 

Q, 

R. 

S, 

T, 

U, 

V, 


$5,600  00 

5,000  00 
13,296  88 
20,000  00 
15,000  00 

6,600  00 
10,337  00 

3,000  00 
25,000  00 

5,000  00 
16,000  00 

6,000  00 
11,029  96 

5,000  00 
20,000  00 

5,000  00 
10,731  00 
20,000  00 
10,000  00 
12,000  00 

9,000  00 

3,000  00 


Total  Loans  made  during 
Ten  Months. 


1916. 


$26,211  64 
61,499  81 
27,593  68 
52,872  91 
47,090  68 
59,062  27 
22,520  93 
20,898  05 
65,345  13 

9,304  56 
25,453  95 

6,010  42 
32,330  52 
15,928  73 
98,722  50 
36,479  45 
35,183  36 
48,949  47 
24,341,  00 
58,503  09 
57,107  46 
11,434  19 


1918. 


$18,628  91 
34,168  21- 

7,784  50' 
17,215  12 
10,876  26; 
65,364  79 

2,135  50^ 

5,156  54 
64,639  00- 

1,857  63 
10,024  42' 

5,179  78 
16,997  67 
10,455  59 
42,511  OO' 
22,547  5(^ 
11,513  9tt 
55,536  14 
13,488  50= 
30,721  72 
36,547  4© 

6,514  00 
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Loan  Agencies  in  Boston  doing  Secured  Business. 


Working  Capital, 
Sept.  30,  1918. 

Loans 
outstanding 
Jan.  1,  1919. 

Loans  made 
from  Jan.  1  to 
Dec.  31,  1918. 

Interest  from 

Jan.  1  to  Dec. 

31,  1918. 

Expenses, 
not  including 
Salaries,  from 

Jan.  1  to 
Dec.  31,  1918. 

$125,000  00 

$213,739  90 

5167,457  64 

$26,809  97 

$18,783  05 

26,800  00 

26,872  38 

28,371  61 

8,921  28 

3,484  99 

37,000  00 

26,707  51 

46,389  77 

10.496  49 

6,048  68 

25,000  00 . 

26,097  53 

32,291  40 

6,179  05 

3,408  52 

44,271  08 

51,403  35 

52,684  50 

15,493  04 

7,646  95 

19,361  07 

6,219  67 

7,643  56 

2,635  02 

1.224  06 

22,356  95 

21,993  51 

6,872  17 

4,864  13 

1,223  57 

16,500  00 

16,916  97 

25,357  23 

4,898  49 

4,493  49 

20,000  00 

20,731  31 

15,102  00 

2.039  22 

671  20 

5,318  44 

5,017  83 

4,685  75 

642  67 

432  81 

$341,607  54 

$415,699  96 

$386,855  63 

$82,979  36 

$47,417  32 

Loan  Agencies  doing  Secured  Business  Outside  of  Boston. 

Working  Capital, 
Sept.  30,  1918. 

Loans 
outstanding 
Jan.  1,  1919. 

Loans  made 
from  Jan.  1  to 
Dec.  31,  1918. 

Interest  from 

Jan.  1  to  Dec. 

31,  1918. 

'       Expenses, 
not  including 
Salaries,  from 

Jan.  1  to 
Dec.  31,  1918. 

$.53,000  00 

$88,849  18 

$38,546  25 

$22,037  18 

$5,957  22 

5,000  00 

4,711  14 

4,220  00 

1,450  29 

800  00 

8,000  00 

21,426  43 

4,419  00 

3,492  78 

1.077  81 

5,000  00 

15,596  38 

7,442  71 

4,206  02 

2,599  64 

15,438  19 

7,122  98 

5,723  00 

3,846  25 

1.748  47 

25,300  00 

28,953  66 

27,079  00 

5,S6S  97 

2,168  05 

4,481  85 

1,639  51 

2,237  96 

411  OS 

110  75 

3,500  00 

5,614  58 

6,080  00 

1,544  30 

337  90 

$119,720  04 

$173,913  86 

$05,653  02 

$42,850  00 

$14,808  90 
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Loan  Agencies  in  Boston  doing  both  Secured  and  Unsecured  Business. 


Working 

Capital 

Sept.  30, 

1918. 

Loans 
outstand- 
ing Jan. 

1,  1919. 

Loans 

made  from 

Jan.  1  to 

Dec.  31.  1918. 

Interest  from 

Jan.  1  to 
Dec.  31,  1918. 

Expenses, 
not  including 
Salaries,  from 

Jan.  1  to 
Dec.  31,  1918. 

$35,500  00 

$33,029  29 

r      S4,135  00 
1      35,775  83 

$957  29 
11,683  02 

$627  61 
4,787  54 

Unsecured. 
Secured. 

15,715  00 

20,002  19 

f          790  50 
1      12,970  18 

187  44 
3,352  15 

419  09 
4,121  83 

Unsecured. 
Secured. 

1 

3,000  00 

[          378  23 
1       5,454  71 

586  25 
5,285  29 

96  81 
1,194  77 

127  47 
931  53 

Unsecured. 
Secured. 

15,481  00 

r       3,155  79 
1        1,088  31 

9,533  42 
2,767  50 

584  71 
438  09 

1,991  43 
968  53 

Unsecured. 
Secured. 

19,812  50 

f       7,139  75 
1       2,849  95 

44,197  05 
22,358  68 

2,228  58 
1,967  11 

395  78 
271  17 

Unsecured. 
Secured. 

Prosecutions. 

On  May  3  a  borrower  living  outside  of  this  State  complained 
to  this  office  that  abput  Nov.  1,  1917,  he  borrowed  money  of 
William  E.  Fay  &  Co.,  an  unlicensed  money-lending  company 
of  this  city.  He  said  he  desired  to  borrow  $150.  He  was  com- 
pelled to  receive,  and  give  a  note  for,  $305,  and  immediately 
gave  a  check  to  Fay  &  Co.  for  $155,  the  check  being  dated  the 
following  day.  The  balance  of  the  note,  $200,  became  due  Feb. 
Ij  1918,  which  represented  the  $150  he  received,  of  which  $50 
was  added  for  interest  for  three  months. 

When  the  note  became  due  he  could  not  pay  it,  and  it  was 
continued  for  three  months,  for  which  he  said  he  was  charged 
$70  bonus.  The  note  became  due  the  1st  of  May.  He  was 
afraid  Fay  &  Co.  would  make  it  unpleasant  for  him  with  his 
employer.  These  circumstances  were  communicated  to  Charles 
F.  Rowley,  Esq.,  the  attorney  of  this  department.  It  was  the 
opinion  of  the  Supervisor  that  this  was  a  very  obvious  attempt 
to  evade  the  law;  that  the  amount  of  the  loan  was  raised  above 
$300  to  take  it  beyond  the  supervision  of  this  office,  and  At- 
torney Rowley  was  instructed  to  proceed,  if  in  his  opinion 
there  was  such  an  attempt  at  evasion  of  the  law. 

On  May  8  Mr.  Rowley  reported  as  follows,  the  name  of  the 
borrower  being  omitted  in  this  report  at  his  urgent  request :  — 
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Fr-vnk  H.  Pope,  Esq.,  Stipervisor  of  Loan  Agencies,  State  House,  Boston, 

Mass. 

Dear  Sir:  —  I  beg  to  report  to  you  as  follows  the  history  and  dis- 
position of  the  case  against  William  E.  Fay  prosecuted  and  disposed  of 
by  me  for  your  department  at  your  request. 

The  basis  of  the  complaint  was  an  alleged  overcharge  for  a  loan  of  8150 
upon  which  there  was  a  balance  due  on  April  3  of  Sl-io.  After  talking  the 
matter  over  with  the  court  I  swore  out  a  warrant  on  the  Sth  of  April  for 
Fay's  arrest.  He  was  brought  to  headquarters,  taken  to  court,  pleaded 
"Not  guilty,"  released  on  bail  and  his  case  continued  until  April  25. 

I  had  several  conferences  -n-ith  Charles  F.  Bucknam,  counsel  for  Fay, 
prior  to  the  date  set  for  trial,  relative  to  an  amicable  disposition  of  the 
case.  It  was  finally  agreed  that  Fay  should  execute  a  release  of  all  clauns, 
thereby  forfeiting  any  right  to  the  balance  of  S145,  and  that  the  borrower 
should  execute  a  release  of  all  claims  to  Fay.  It  was  further  agreed  that 
in  the  future  Fay  should  enter  into  no  understanding  or  agreement  other 
than  that  expressed  in  the  note  given  by  the  borrower.  The  purpose  of 
this  is  to  eliminate  in  the  future  a  situation  where  the  note  expresses 
certain  terms  of  pajTnent,  but  by  a  tacit  understanding  the  borrower  is 
immediately  to  pay  back  §155  or  more.  It  was  further  agreed  that  the 
note  should  pro\ade  that  the  first  pa>Tnent  should  not  be  due  for  a  period 
of  at  least  ten  days  from  the  date  of  the  loan  except  in  cases  where  pay- 
ments would  have  been  made  weekly,  when  the  first  pa^^nent  should  not 
be  due  for  at  least  seven  days. 

On  April  25,  when  the  case  was  reached  for  trial,  I  stated  its  historj' 
to  the  court  and  the  understanding  which  had  been  reached  between 
counsel,  and  at  my  suggestion  and  on  the  promise  of  Fay  to  conduct  his 
business  in  accordance  with  the  letter  and  the  spirit  of  our  agreement  the 
court  dismissed  the  complaint. 

Had  we  gone  to  trial  and  carried  the  matter  to  the  Supreme  Court  the 
main  question  for  the  court  to  decide  would  have  been  whether  or  not  the 
actual  possession  by  the  borrower  for  a  short  period  of  time,  even  as  short 
as  twenty-four  hours,  of  part  of  the  alleged  loan  was  an  actual  loan  of 
$305  or  an  amount  in  excess  of  that  covered  by  the  Small  Loans  Act. 

It  seems  to  me,  therefore,  in  view  of  all  tlie  circumstances,  that  it  was 
better  to  dispose  of  the  case  as  above  set  forth,  and  watch  Fay  carefully 
to  see  if  he  lives  up  to  the  agreement.  If  he  does  not  I  would  advise  a 
prosecution  to  the  end  the  next  time  a  violation  of  our  understanding  is 
brought  to  our  attention. 

Yours  very  truly, 

CiiAULEs  F.  Rowley. 

On  .Inly  J,  1918,  Attorney  Rowley  was  notified  that  a  ease 
was  reported  to  this  office  that  ])rior  to  -lune  7,  1017,  tlie  eoni- 
piainant  borrowed  82')  from  Dewey  ^;   Co.  of  L'7  Stati>  Street, 
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Boston,  then  licensed,  in  connection  with  which  loan  he  sub- 
scribed for  $25  worth  of  stock  in  the  Massachusetts  Credit  As- 
sociation, which  was  the  stock  he  had  to  buy,  instead  of  stock 
of  Dewey  &  Co. 

On  June  7,  1918,  the  borrower,  having  completed  his  stock 
subscription,  renewed  the  $25  loan  of  Dewey  &  Co.  with  the 
Massachusetts  Credit  Association,  which  is  owned  by  Dewey  & 
Co.,  which  the  company  claims  is  an  association  created  for  the 
special  purpose  of  making  loans  above  $300.  When  the  bor- 
rower made  this  last  renewal  he  deposited  his  stock  in  the 
Massachusetts  Credit  Association  as  security.  There  was 
$14.42  due  on  the  note.  Dewey  &  Co.  refused  to  give  him 
credit  for  the  $25  which  he  paid  on  the  stock.  Under  the  rules 
and  regulations  of  this  office  the  stock  payments  should  have 
been  credited  on  the  note  as  they  were  paid,  said  payments 
being  made  before  Dewey  &  Co.  surrendered  its  license,  and 
was,  therefore,  under  the  jurisdiction  of  this  office. 

When  the  borrower  made  his  last  loan  he  signed  a  release  re- 
lieving Dewey  &  Co.  and  the  Massachusetts  Credit  Association 
from  any  and  all  liability.  The  interest  charge  on  the  loan, 
which  was  renewed  with  the  Massachusetts  Credit  Association,^ 
was  1  per  cent,  per  month.  Attorney  Rowley  was  notified  that 
if,  in  his  opinion,  there  had  been  a  violation  of  the  Small  Loans 
Act  he  would  proceed  upon  that  basis. 

The  borrower  accepted  the  stock  and  later  received  two  in- 
significant dividends  on  the  same.  When  he  entered  his  com- 
plaint to  this  office  he  declared  that  he  did  not  want  the  stock,, 
did  not  want  it  at  the  time  he  accepted  it,  but  was  not  fully 
aware  of  the  nature  of  the  transaction. 

On  July  2,  1918,  Mr.  Rowley  was  notified  that  another  bor- 
rower borrowed  $40  of  Dewey  &  Co.  January,  1915,  on  which 
he  paid  $4  a  month  until  June,  1916,  when,  in  order  to  have  the 
loan  renewed,  he  stated  that  he  was  obliged  to  subscribe  for 
stock  in  the  Massachusetts  Credit  Association.  On  the  latter 
loan  he  asserted  that  he  paid  on  the  stock  from  the  time  the 
loan  was  made  until  about  November,  1917,  and  was  of  the 
opinion  that  he  had  paid  about  $20  on  stock.  In  November, 
1917,  he  asserted  that  the  loan  was  renewed  with  the  Massa- 
chusetts Credit  Association  instead  of  with  Dewey  &  Co.,  the 
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interest  rate  being  1  per  cent,  per  month.     By  an  arrangement 

made  with  Mr.  Does,  formerly  of  Dewey  &  Co.,  he  said  he  was 

to  pay  $5  alternate  months  on  the  account,  and  in  that  manner 

had  paid  about  S20.     Dewey  &  Co.,  he  said,  claimed  that  he 

owed  S20  interest  on  the  account,  and  the  borrower  complained 

that  he  had  been  given  no  credit  for  the  stock  to  which  he  had 

subscribed. 

Boston,  Nov.  1,  191S. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Small  Loans,  Room  227,  State  House, 

Boston,  Mass. 

Dear  Sir:  —  I  beg  to  report  as  follows  on  certain  matters  placed  in 
my  hands  for  attention  by  you:  — 

In  Re  Robert  J.  McNeil  v.  Deicey  &  Co.  —  This  was  a  claim  in  which 
the  complainant  subscribed  for  S25  worth  of  stock  in  the  ]Massachusetts 
Credit  Association,  in  connection  with  a  borrowing  of  825.  There  was  a 
balance  of  814.42  -ndth  interest  due  on  the  note  signed  by  McNeil,  and 
Dewey  &  Co.  had  refused  to  give  him  credit  for  the  S25  which  he  paid  on 
the  stock.  I  adjusted  this  claim  bj^  canceling  the  balance  due  on  the  note 
against  the  825  worth  of  stock. 

In  Re  Briggs  v.  William  E.  Fay.  —  In  this  case  the  complainant  bor- 
rowed S150  on  Nov.  1,  1917,  and  had  made  one  or  two  payments  on  ac- 
count, but  Fay  claimed  a  balance  due  him  of  approximately  S200.  I 
arranged  for  an  extension  of  the  time  of  pajTuent  and  adjusted  the  matter 
by  the  payment  of  a  balance  of  863.85  on  Aug.  15,  1918. 

7/1  Re  A.  W.  Wright.  —  In  this  matter  Dewey  &  Co.  claimed  a  balance 
due  them  of  S20  on  account  of  subscription  of  stock,  which  subscription 
the  complainant  made  in  1915  when  he  borrowed  $40  of  Dewey  &  Co. 
After  conference  ^\^th  counsel  for  Dewey  &  Co.  this  claim  for  balance  of 
§20  was  canceled. 

Yours  very  truly, 

Charles  F,  Rowley. 

Opinions  of  the  Attorney-General. 

Mauch  2s.  mis. 

lion.  Uenuy  C.  Attwill,  Atturncy-d'awml  of  the  Cofiouonurallh,  State 

House,  Boston. 
Dear  Sir:  —  The  rules  and  regulations  of  this  office  provide  that  — 

Whon  imj'  loan  i»  iiiado,  llio  londor  sliiill  nivo  to  tho  ]>orrower  a  slin,  or  ticket, 
or  fonn  sipprovcd  Ij.v  tlio  Supervisor,  .statiiiK  tlio  dato,  tlio  mimhor  of  the  loan,  tho 
nmoiint  of  tho  charRc,  and  the  total  of  tho  loaiv  and  oxponso,  which  is  tho  face  of 
tho  note,  tho  rate  oi  interest  stated  in  the  note,  and,  if  payments  are  to  he  mn.le  in 
installments,  tho  dato  or  dales  when  tho  i)a.vn)ents  on  i)rincipal  and  when  j)a>nnents 
on  interest  hccomo  duo.  This  ticket  is  to  bo  tho  true  and  comjileto  statement  of 
the  contract  between  l)orrowcr  and  lender. 

Tho  lender,  or  tlio  pcr.son  who  represents  the  lender,  and  ni;ik(>s  the  lo;in,  shidl 
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affix  his  signature  to  the  slip  or  ticket  for  the  purpose  of  identification.  On  such 
slip  or  ticket  shall  be  blank  spaces  where  payments  on  the  loan  shall  be  entered, 
and  which  shall  show  the  amount  of  interest  paid  and  payments  due  on  the  princi- 
pal. On  said  ticket  shall  be  presented  such  paragraphs  of  these  rules  as  may  be 
prescribed  from  time  to  time  by  the  Supervisor. 

On  Aug.  14,  1915,  a  loan,  secured  by  a  mortgage  on  furniture,  was  made 
by  a  lender,  the  rate  of  interest  being  3  per  cent,  per  month,  the  amount 
of  the  loan  being  $250.  On  the  card  given  the  borrower  were  the  following 
excerpts  from  the  rules  and  regulations :  — 

Interest.  —  On  secured  loans  I5  per  cent,  per  month  on  sums  exceeding  $50; 
on  sums  of  $50  or  less  not  exceeding  2  per  cent,  per  month. 

On  unsecured  loans,  sums  not  exceeding  $50,  3  per  cent,  per  month,  and  in 
excess  of  $50  not  exceeding  2\  per  cent,  per  month. 

Charges  not  to  exceed  10  per  cent,  of  the  amount  actually  borrowed;  when  the 
sums  exceed  $100  the  charge  shall  not  exceed  $10. 

The  card  with  those  extracts  upon  it  showed  to  the  borrower  that  the 
rate  on  the  amount  loaned  would  be  1|  per  cent,  per  month.  The  note 
and  mortgage  both  stated  that  the  interest  rate  should  be  3  per  cent,  per 
month,  which  was  allowable  under  this  rule :  — 

On  loans  exceeding  $200  (except  on  real  estate)  a  flat  charge  of  not  exceeding 
3  per  cent,  per  month  may,  if  both  parties  to  the  loan  so  agree,  be  taken  by  the 
lender,  which  per  cent,  shall  represent  and  include  interest  and  all  other  charges. 

That  rule  did  not  appear  upon  the  card  in  question,  which  was  given 
to  the  borrower. 

The  contention  of  the  borrower  is  that,  although  3  per  cent,  was  stated 
in  both  mortgage  and  note  as  the  amount  of  interest  to  be  paid,  as  the  last 
rule  did  not  appear  on  the  card,  the  lender,  because  the  card  did  not  give 
information  to  which  the  borrower  was  entitled,  and  which  should  show 
the  rule  upon  which  3  per  cent,  per  month  could  be  charged,  is  not  entitled 
to  the  3  per  cent.,  but  must  be  contented  with  1|  per  cent,  per  month. 

The  lender  contends  that  the  rate  of  interest,  which  is  3  per  cent., 
which  the  borrower  agreed  to  pay,  was  clearly  stated  in  both  note  and 
mortgage,  and  showed  the  nature  of  the  contract,  contending,  further- 
more, that  his  right  to  collect  3  per  cent,  per  month  should  not  be  vitiated 
simply  because  the  card  did  not  contain  the  last  rule  quoted,  and  that  he 
should  not  be  compelled  to  accept  \\  per  cent,  per  month,  but  is  entitled 
to  his  3  per  cent,  as  called  for  in  both  mortgage  and  note  which  the  bor- 
rower contracted  to  pay. 

The  card  did  not  bear  the  signature  of  the  lender,  or  the  person  repre- 
senting the  lender,  when  the  loan  was  made,  in  accordance  with  the  rule 
quoted  covering  that  point.  The  contention  of  the  lender  is  that  the 
style  of  the  card  in  question,  upon  which  appeared  both  the  name  of  the 
lender  and  of  the  borrower,  was  submitted  to  and  approved  by  the  former 
Supervisor,  and  the  rule,  as  you  will  see,  provides  that  the  form  of  the 
card  must  be  approved  by  the  Supervisor. 
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Is  the  lender  entitled  to  3  per  cent.,  or  must  he  be  compelled  to  accept 
1^  per  cent,  per  month?  For  your  further  guidance  I  enclose  copy  of  rules, 
pages  5  to  6  and  11,  and  the  card  in  question. 

Yours  truly, 

Fr.\xk  H.  Pope, 
Supervisor  of  Loan  Agencies. 

Boston-,  April  24,  1918. 
Hon.  Fr.\xk  H.  Pope,  Supervisor  of  Loan  Agencies. 

De.\r  Sir:  —  I  beg  to  acknowledge  j^our  communication  of  the  2Sth 
ult.,  in  which  you  ask  my  opinion  as  to  whether  the  interest  rate  stated 
in  the  note  and  mortgage  should  govern,  or  the  amount  stated  in  the  ticket 
or  slip  which  your  rules  pro\dde  shall  be  given  by  the  lender  to  the  bor- 
rower at  the  time  the  loan  is  made.  I  understand  from  your  communica- 
tion that  the  amount  stated  in  the  mortgage  and  mortgage  note  was  an 
amount  authorized  by  your  rules. 

If  j^ou  are  of  the  opinion  that  the  action  of  the  money  lender,  in  failing 
to  give  a  ticket  of  the  character  described  in  your  rules,  is  not  such  as  to 
warrant  any  action  on  your  part  toward  a  revocation  of  the  money  lender's 
license,  I  am  of  the  opinion  that  the  determination  as  to  what  amount 
the  borrower  is  bound  to  pay,  under  the  circumstances,  should  be  left  by 
you  to  such  action  as  the  parties  maj'  see  fit  to  take  in  the  courts. 

Very  truly  yours, 

Henry  C.  Attwill, 
Attorney-General. 

April  30,  191S. 

Regin.vld  Heber  Smith,  Esq.,  Boston  Legal  A  id  Society,  39  Court  Street, 

Boston,  Mass. 

De.\r  Sir:  —  To-day,  ^\ith  the  view  of  trying  to  clarify  the  query  rela- 
tive to  the  interest  which  can  be  collected  l)v  Albert  J.  IkMifiold  in  the 
case  of  your  client,  Anna  E.  Wade,  I  took  up  the  matter  personally  with 
Attorney-General  Henry  C.  Attwill,  who  wrote  the  opinion  which  you 
saw  yesterday,  and  he  reiterated  what  lie  stated  there,  —  that  ns  the 
issue  is  complicated,  and  tliere  is  involved  a  legal  question,  if  I  did  not 
feel  that  the  action  of  the  lender  was  such  as  to  warrant  revocation  of 
his  license  it  would  be  advisable  to  let  the  court  settle  the  question,  unless 
the  parties  can  get  together  and  effect  a  compromise. 

I  do  not  feel  that  revocation  or  suspension  of  the  liccMise,  undtT  existing 
circumstances,  would  be  justifinble,  and  I  would  like  to  know  when  it 
would  be  agreeable  for  your  client  to  come  to  my  ollico  and  meet  Mr. 
Benfield,  to  talk  over  the  matter  and  sec  if  any  aniicnliN^  adjustment  can 
be  made;  if  not,  I  doem  it  advisable  to  let  the  court  i)ass  upon  (lie  (juestion. 

I  suggested  to  you  yesterday  that  there  might  be  a  compromise  on  the 
basis  of  2  per  cent.,  but  I  am  not  prepared  to  offer  any  such  suggestion 
until  the  matter  shall  be  taken  up  by  the  contending  parties.    At  3  i)er 
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cent.,  as  stipulated  in  the  mortgage  and  in  the  note  as  the  rate  of  interest 
to  be  paid,  the  lender  would  be  entitled  to  $275,  interest  charges.  If  the 
money  had  been  loaned  at  1|  per  cent,  with  the  paper  charges  permitted, 
the  expense  to  the  borrower  would  have  been  $235,  interest  and  charges. 
At  2j  per  cent.,  which  would  be  compromising  between  3  per  cent,  and  a 
straight  1^  per  cent.,  the  lender  would  be  entitled  to  $191.25,  interest 
charges. 

Yours  truly, 

Frank  H.  Pope, 

Supervisor  of  Loan  Agencies. 

May  1,  1918. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies,  Room  Jf21,  State 
House,  Boston,  Mass. 
Dear  Mr.  Pope  :  —  Replying  to  your  favor  of  April  30,  relative  to  the 
case  of  Miss  Anna  E.  Wade  against  Albert  J.  Benfield,  I  beg  to  state  that 
your  suggestion  seems  to  be  the  sensible  one,  and  I  have  therefore  notified 
my  client.  Miss  Wade,  to  get  into  communic)ation  with  you  by  telephone 
at  once,  and  to  arrange  with  you  for  an  appointment,  at  which  time  un- 
doubtedly Mr.  Benfield  and  Miss  Wade,  under  your  suggestion,  can  clean 
this  thing  up  to  the  mutual  satisfaction  of  everybody.  I  think  this  is  in- 
finitely preferable  to  any  further  delay  or  any  further  litigation. 

Yours  very  truly, 

Reginald  Heber  Smith. 

In  accordance  with  the  suggestion  of  Mr,  Smith  the  parties  in 
question  conferred  with  the  Supervisor,  and  as  the  result  of 
a  conference  a  settlement  was  effected  by  the  payment  of 
$225. 

An  opinion  was  received,  Jan.  24,  1918,  from  the  department 
of  the  Attorney-General  of  this  Commonwealth  to  the  effect 
that  when  a  person  gives  a  note  for  money  borrowed,  payable 
in  any  definite  time,  and  payments  are  to  be  made  at  stated 
intervals,  on  default  of  payment  of  an  installment  or  of  the 
interest  the  holder  of  a  note  is  not  entitled  at  that  time  to  in- 
terest for  the  full  time  for  which  the  note  was  given.  If  the 
lender  desires  to  get  his  3  per  cent,  per  month  for  the  entire 
time,  the  note  must  be  continued  for  that  length  of  time.  If 
prior  to  the  maturity  of  the  note  the  borrower  pays  the  princi- 
pal, although  the  contract  may  have  been  broken,  the  lender  is 
entitled  to  interest  only  until  date  of  acceptance  of  said  princi- 
pal. 
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Pawnbrokers. 
Complaint  was  made  to  this  oflBce  by  several  Boston  licensed 
money  lenders  that  other  licensed  money  lenders  in  Boston,  who 
also  had  pawnbrokers'  licenses,  the  enforcement  of  the  regula- 
tions relative  to  which  is  in  charge  of  the  police  authorities  of 
the  city  of  Boston,  and  of  different  departments  in  other  cities 
and  towns  where  pawnbrokers  are  licensed,  were  taking  ad- 
vantage of  their  opportunity  to  loan  money  on  Liberty  Bonds 
under  their  pawnbroker's  license  instead  of  by  authority  of  their 
monc}^  lender's  license,  because  of  the  opportunity  to  get  a 
higher  rate  of  interest;  therefore  licensed  money  lenders  who 
were  doing  business  under  such  a  license  only  declared  that  they 
were  thus  being  placed  at  a  decided  disadvantage.  The  matter 
was  taken  up  with  Attorney  Devlin,  private  secretary  of  Hon. 
Stephen  O'Meara,  police  commissioner,  who  said  that  represent- 
atives of  the  Federal  Reserve  Bank  had  called  upon  the  com- 
missioner regarding  that  class  of  business  being  done  by  pawn- 
brokers, and  desired  that  something  be  done,  if  possible,  to 
restrain  them  from  engaging  in  that  class  of  business.  The 
commissioner  informed  them  that  the  pawnbrokers,  under  their 
license,  could  continue  to  do  so,  but  he  was  perfectly  willing  to 
suggest  that  they  refrain  from  loaning  money  on  such  security, 
which  was  as  far  as  he. could  go,  as  no  more  drastic  course 
could  be  taken  because  the  business  they  were  doing  was 
strictly  legitimate,  and  such  a  suggestion  was  made  which,  it 
was  declared,  was  acce])ted  by  some,  while  others  did  not  give 
it  serious  consideration,  but  continued  making  loans  on  Liberty 
Bonds.  The  authority  of  this  office  regarding  pawnbrokers  was 
explained,  and  it  was  suggested  that  a  letter  embotlying  that 
fact  be  written  Commissioner  O'lNIeara,  which  resulted  in  the 
following  correspondence:  — 

Dkc.  9,  191S. 
Hon.  Stephen  0'MEAn.\,  Police  Commissioner,  Pcmhcrton  Square,  Boston. 
Dear  Sir:  —  Some  time  ago  I  issued  ;ui  order  to  tli(>  liconsod  money 
IoikIofh  in  the  Stiito  that  tlioy  should  not  clinrge  in  excess  of  1  pvv  cent, 
interest  per  iiiontli  when  Lil)erty  lionds  were  tnken  as  security.  I  find 
that  licensed  money  lenders,  who  liavo  also  a  pawnbroker's  license,  loan 
on  Liljerty  Bonds  under  tlieir  pawnbroker's  license,  thereby  getting  a 
much  higher  rate  of  interest  than  under  their  license  as  money  lenders. 
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I  took  up  the  matter  with  your  secretary,  Attorney  Devlin,  who  explained 
your  request  to  the  pawnbrokers,  and  your  present  position.  I  said  that 
I  believed  there  was  a  solution  of  the  matter  in  section  21  of  chapter  727, 
Acts  of  1911,  which  is  as  follows:  — 

The  board  which  grants  licenses  to  pawnbrokers  shall  from  time  to  time  estab- 
lish regulations  to  the  satisfaction  of  the  supervisor  of  loan  agencies,  relative  to  the 
business  carried  on  and  the  rate  of  interest  to  be  charged  by  them;  and  a  pawn- 
broker shall  not  charge  or  receive  upon  any  loan  a  greater  rate  of  interest  than  that 
fixed  by  the  licensing  board. 

Should  I  notify  you  that  the  rate  of  interest  charged  by  pawnbrokers 
where  Liberty  Bonds  are  taken  as  a  pawn  is  not  satisfactory  to  this  office, 
and  should  be  changed  to  a  rate  of  interest  not  exceeding  1  per  cent,  per 
month,  would  that  not  clarify  the  situation  and  meet  any  objection 
which  you  may  have  had  to  taking  further  action  in  the  matter? 

Should  such  a  notice  be  issued  from  this  office  it  would  be  sent  to  all 
cities  and  towns  in  the  Commonwealth  which  grant  pawnbrokers'  licenses, 
I  have  had  no  complaints  regarding  pawnbrokers  excepting  those  in 
Boston. 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

Office  of  the  Commissioneb,  Dec.  10,  1918. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies,  ^21  State  House, 

Boston. 
Dear  Sir:  —  I  beg  to  acknowledge  receipt  of  your  letter  of  December  9 
concerning  the  rate  of  interest  to  be  charged  by  pawnbrokers  on  United 
States  bonds  taken  in  pawn.  If  you  will  send  me  notice  that  the  rates  of 
interest  heretofore  declared  to  be  satisfactory  by  you  or  your  predecessor 
are  not  satisfactory  as  applied  to  United  States  bonds,  the  interest  on 
which  should  not  exceed  1  per  cent,  per  month,  I  will  so  amend  the  rates 
and  notify  the  pawnbrokers. 

Very  truly  yours, 

Stephen  O'Meara, 
Police  Commissioner  for  the  City  of  Boston. 

Dec.  11,  1918. 
Hon.  Stephen  0  'Meara,  Police  Commissioner,  Pemberton  Square,  Boston. 
Dear  Sir:  —  Section  21  of  chapter  727,  Acts  of  1911,  is  as  follows:  — 

Section  forty-one  of  chapter  one  hundred  and  two  of  the  Revised  Laws  is  hereby 
amended  by  inserting  after  the  word  "regulations  ",  in  the  second  line,  the  words: 

—  to  the  satisfaction  of  the  supervisor  of  loan  agencies,  —  so  as  to  read  as  follows: 

—  Section  41-  The  board  which  grants  licenses  to  pawnbrokers  shall  from  time 
to  time  establish  regulations  to  the  satisfaction  of  the  supervisor  of  loan  agencies. 
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relative  to  the  business  carried  on  and  the  rate  of  interest  to  be  charged  by  them ; 
and  a  pa'vrabroker  shall  not  charge  or  receive  upon  any  loan  a  greater  rate  of  inter- 
est than  that  fixed  by  the  licensing  board. 

The  present  pawnbrokers'  rates,  which  were  made  soon  after  the  estab- 
lishment of  this  ofl&ce,  and  by  this  office,  should  be  amended  so  that  the 
interest  charged  for  money  loaned  on  United  States  Liberty  Bonds  shall 
not  exceed  1  per  cent,  per  month. 

It  is  ob\dous  that  the  security  is  absolutely  safe,  therefore  the  existing 
rate  of  interest  for  that  class  of  loans,  under  existing  circumstances,  is 
too  high  to  be  satisfactory  to  this  office.  Please  amend  the  rates  and 
notify  the  pawTibrokers  under  j'our  jurisdiction. 

Yours  truly, 

Fr-^xk  H.  Pope, 
Supervisor  of  Loan  Agencies. 

MiSCELLANEOrS. 

There  were  several  bills  introduced  into  the  Legislature  of 
1918  calculated  to  affect  the  money-lending  business,  but  none 
of  them  were  acted  upon  favorably,  some  of  them  meeting  their 
fate  in  the  report  of  the  committee  before  which  they  were 
heard.  Francis  J.  Finneran  introduced  a  bill  providing  that  it 
should  be  unlawful  to  buy,  sell  or  exchange  United  States 
Liberty  Bonds  below  par.  The  bill  provided  that  violations  of 
the  act  should  be  punishable  by  a  fine  of  not  more  than  SI, 000 
or  one  year  imprisonment,  or  both,  the  act  to  take  etVect  upon 
its  passage. 

There  were  several  bills  having  for  their  purpose  the  keeping 
of  records  regarding  the  removal  or  transferring  of  household 
goods.  They  provided  that  persons,  firms  or  corporations  en- 
gaged in  the  business  of  moving  or  transferring  such  goods, 
when  persons  changed  their  residence,  should,  within  seven  days 
after  removal,  make  a  report  thereof  to  the  board  of  assessors, 
the  necessary  blanks  for  keeping  the  records  to  be  supplied  by 
the  city  or  town. 

Another,  similar  in  character,  jirovided  for  the  making  of  a 
report  to  the  clerks  of  towns  or  cities,  and  a  penalty  was  pro- 
vi(h'(l  IJKTcror  that  any  person,  (irni  or  corporation  wliicli  gave 
a  fictitious  name  or  sought  to  (leceiv<>  the  owner  or  operator  of 
any  vehicle  employed  in  such  removal  of  household  goods,  ef- 
fects or  furniture,  with  respect  to  the  iiiforniation  required,  and 
for  violation  of  any  of  the  provisions  of  the  act  should  be  lined 
not  less  than  §5  nor  more  than  SoO  for  each  ofTenee. 
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A  bill  to  change  the  rate  of  interest  for  licensed  money 
lenders  was  introduced,  and  had  it  become  a  law  it  would  have 
reduced  their  interest  to  2  per  cent,  per  month. 

One  of  the  larger  money-lending  institutions  of  Boston  is  the 
Chattel  Loan  Company,  and  a  bill  was  introduced  to  have  its 
charter  revoked,  but  at  the  hearing  no  one  appeared  as  sponsor 
for  the  bill. 

William  J.  Stanton  petitioned  the  Legislature  that  voluntary 
associations  and  trusts,  and  other  non-incorporated  organiza- 
tions which  receive  deposits  or  dues  from,  or  sell  shares  of  stock 
to,  their  members,  and  loan  the  funds  thus  acquired  to  their 
members,  should  be  included  in  the  Small  Loans  Act,  and 
come  within  the  supervision  of  this  office.  There  are  many 
such  voluntary  organizations  which  charge  a  rate  of  interest  in 
excess  of  1  per  cent,  per  month.  One  in  particular  charges  5  per 
cent,  per  month.  Whether  such  associations  were  liable  under 
the  Small  Loans  Act  was  a  question  asked  the  Attorney-General 
two  years  ago,  who  declared  that  under  a  decision  of  the 
Supreme  Court  they  were  not,  inasmuch  as  the  only  contribu- 
tors to  its  treasury  were  its  members,  and  none  others  were 
permitted  to  borrow,  and  suggested  that  the  only  way  by 
which  a  change  in  the  situation  could  be  brought  about  would 
be  through  legislative  enactment;  but  when  the  matter  reached 
the  Legislature,  in  its  judgment  it  was  not  advisable  to  legislate 
in  conformity  with  the  petition. 

For  the  fiscal  year  ending  Sept.  30,  1918,  84  licenses  were  is- 
sued, 6  of  which  did  not  renew  for  the  following  year.  Three 
new  licenses  have  been  issued  for  the  current  fiscal  year,  making 
a  total  of  81  licenses  for  the  year  ending  Sept.  30,  1919. 

FRANK  H.   POPE, 

Supervisor  of  Loan  Agencies. 
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ANNUAL  REPORTS  OF  CHARTERED 
COMPANIES. 


Collateral  Loan  Company. 
Loans  outstanding  Sept.  30,  1918, 
Assets,  .... 
Amount  of  loans  made, 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan, 

Total  income, 

Total  expense. 

In  favor  of  income. 


Expenses  itemized :  — 

Salaries,    .... 

Taxes,       .... 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons. 
Average  salary  per  j^ear,    . 


81,225,558  17 

Sl,ol5,0ol  02 

§2,788,644  81 

91,254 

S30  51 

SI  70 

SI  60 

S155,534  29 
146,690  98 

SS,843  31 


S27,938  97 
S32,110  87 
SS4,000  00 

S2,641  14 
21 

SI  ,330  42 


Workingmen's  Loan  Assoclvtion 
Loans  outstanding  Sept.  30,  1918, 
Assets,  .... 
Amount  of  loans  made, 
Number  of  loans, 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan, 

Total  income, 
Total  expense, 

In  favor  of  income. 


$214,474  69 

$274,952  53 

S171,576  94 

2,269 

S75  66 

S15  21 

S14  03 

S34,526  22 
31,S54  38 

$2,771  84 
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Expenses  itemized :  — 

Salaries, $5,183  29 

Wages, ,18,511  00 

Taxes, $3,602  53 

Dividends, $7,500  00 

Remainder  in  other  items, $5,293  56 

Number  of  salaried  persons, 2 

Average  salary  per  year, $2,591  64 

Number  of  wage  earners, 9 

Average  wage  per  year,     . $945  66 


Worcester  Collateral  Loan  Association. 


Loans  outstanding  Sept.  30,  1918, 

Assets, 

Amount  of  loans  made, 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan,     . 
Average  cost  of  loan, 

Total  income,      .... 
Total  expense,     .... 

In  favor  of  income,     .       ■; 


$96,638  94 

$109,651  12 

$104,517  16 

1,825 

$57  26 

$10  95 

$9  69 

$19,999  16 

17,689  06 

J,310  10 


Expenses  itemized :  — 

Rent,      ' 

Salaries, 

Wages, 

Taxes, 

Dividends, 

Remainder  in  other  items, 
Number  of  salaried  persons, 
Average  salary  per  year,    . 
Number  of  wage  earners,   . 
Average  wage  per  year, 


$785  36 
2,700  00 
3,527  06 
2,423  21 
4,212  00 
4,041  43 

1 
2,700  00 

3 
1,175  66 


Chattel  Loan  Company. 

Loans  outstanding  Sept.  30,  1918, $170,858  50 

Assets, $181,845  00 

Amount  of  loans  made, .  $677,838  65 

Number  of  loans, 34,156 
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Average  size  of  loan,  .       .        .    • S19  84 

Average  income  of  loan, $0  61 

Average  cost  of  loan, SO  82 

Total  income, $21,026  20 

Total  expense, 28,289  05 

Deficiency  of  income, S7,262  85 


Expenses  itemized :  — 

Rent, 

S4,177  42 

Wages, 

S18,020  00 

Remainder  in  other  items, 

86,091  63 

Number  of  wage  earners, 

17 

Average  wage,     .       .       .       .  * 

S20  35 

1919. 
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REPORT 


Office  of  the  Supervisor  of  Loan  Agencies, 
Room  421,  State  House,  Boston. 

To  the  General  Court  of  Massachusetts. 

In  accordance  with  the  requirements  of  section  1,  chapter  727 
of  the  Acts  of  1911,  I  have  the  honor  to  submit  the  ninth  report 
of  this  department. 

Liberty  Bonds. 
In  the  early  part  of  the  year  efforts  were  made,  especially  by 
the  Federal  Reserve  Bank,  to  secure  the  co-operation  of  savings 
banks  and  trust  companies  in  making  loans  upon  Liberty 
Bonds,  with  the  purpose  of  giving  opportunity  for  those  de- 
siring to  borrow  upon  them  to  do  so.  This  department  was 
asked  its  opinion  regarding  the  providing  of  such  means  for  the 
owners  of  Liberty  Bonds  to  sell  them,  and  borrow  money  on 
them  in  case  of  necessitous  circumstances,  to  which  the  follow- 
ing reply  was  made:  — 

In  May,  1918,  at  the  annual  conference  of  the  Remedial  Loan  Associ- 
tions  of  the  United  States,  held  at  Atlantic  City,  there  was  discussed  what 
their  attitude  should  be  in  regard  to  loaning  money  upon  such  bonds.  The 
representatives  of  some  of  the  companies  were  in  favor  of  so  doing ;  others 
regarded  it  as  unpatriotic.  There  was  no  settled  opinion  and  no  definite 
proposition  presented  by  the  representatives  of  such  companies.  I  was 
asked  for  an  opinion,  and  stated  that  the  United  States  Treasury  Depart- 
ment was  very  much  disturbed  for  fear  that  what  it  termed  "unscrupulous 
money  lenders"  would  take  advantage  of  cases  of  distress  where  persons 
would  be  under  necessity  either  to  sell  or  borrow  upon  their  Liberty 
Bonds. 

I  suggested  that  if  the  Treasury  Department  felt  so  concerned  that  a 
remedy  could  easily  be  applied  by  designating  some  national  bank  in 
each  large  center  to  meet  such  exigencies. 
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A  year  ago  last  December  I  issued  an  order  that  licensed  money  lenders 
should  not  receive  bj'  way  of  interest  more  than  1  per  cent  per  month, 
whereas  under  their  license  they  are  entitled  to  3  per  cent  per  month. 
Under  the  law  any  person  can  loan  money  at  1  per  cent  per  month  pro- 
vided that  rate  of  interest  is  specified. 

The  action  by  the  sav-ings  banks  and  trust  companies  would  be  com- 
mendable, and  would  undoubtedly  be  taken  advantage  of  bj^  a  goodly 
number  of  o'woiers  of  Liberty  Bonds  who  might  find  themselves  in  strait- 
ened circumstances.  Sometime  ago  this  matter  was  taken  up  by  me 
\\'ith  several  savings  bank  men  and  they  expressed  their  intention  of  seek- 
ing to  have  carried  into  effect  what  is  now,  I  understand,  the  announced 
purpose  of  certain  savings  banks  and  trust  companies. 

Several  months  ago  I  found  that  pawnbrokers  were  loaning  money  on 
Liberty  Bonds,  getting  a  rate  of  interest  much  in  excess,  under  pawn- 
brokers' rates,  of  the  amount  of  interest  charged  by  licensed  money 
lenders.  The  matter  had  been  taken  up  by  representatives  of  the  Federal 
Reserve  Bank  with  Police  Commissioner  O'JMeara,  who  found  that  there 
was  no  violation  of  law,  or  of  the  rules  and  regulations  of  his  department, 
by  the  pawnbrokers,  and  that  all  that  he  could  do  was  to  suggest  that 
they  refrain  from  loaning  money  on  such  bonds,  but  a  goodlj^  number  of 
them  decided  not  to  adopt  his  suggestion.  The  matter  was  brought  to 
my  attention.  The  law  provides  that  pawnbrokers'  rates  must  be  satis- 
factory to  this  office.  I  immediately  wrote  Commissioner  O'Meara  that 
the  rate  of  interest  charged  bj^  pawnbrokers  on  Liliertj'  Bonds  was  not 
satisfactory  to  this  office,  but  stated  that  1  per  cent  per  month  would  be, 
explaining  that  that  was  as  low  a  rate  as  I  could  designate.  He  was 
agreeable  to  the  suggestion  that  I  notify  him  officially  of  my  dissatis- 
faction with  the  rate  and  what  it  ought  to  be,  and  stated  he  would  ]n-(i- 
mulgate  an  order  covering  that  point,  which  I  assume  was  done. 

\'icc-l*rcsi(l('iit  Curtiss  of  the  I'l'dcral  Iu'scvnc  l^auk  callrd 
this  oflicc  by  tc>l('i)li()ii('  l'\'h.  3,  H)l!),  and  wanted  to  know  if  the 
a(l\('rtis(Mnents  runninfi;  in  the  "Boston  Herald"  of  the  licensed 
money  len(h'rs  had  IxH-n  noted,  to  whi;-h  an  aHirniali\'e  answer 
was  ^ixcn.  lie  said  llial  lie  had  tlionulit  of  taking  tlu^  niattiM" 
up  with  llie  (io\<'fnor,  and  nii^lil  do  so,  l>ni  would  <lo  so  with 
U()l)ert  Lincoln  ()'l'ricn,  ni;ina!j,ini,^  editi>r  of  the  "llcrald.  "  lie 
said  he  conid  not  nnderstimd  the  sii:;ni(ic;in<'i'  oi'  the  \alne  of 
the  headin^f  of  the  advertisements  which  were  <,^enerally,  "I 
.\(l\'ise  the  l*nrehase  of  Liberty  Bonds."  Mr.  ("nrtiss  stated 
tli;it  a  notice  liml  been  proxidcd  by  the  l'\'deral  Jvcserxe  H;ink, 
III  be  ported  Ml  l).■lllk■^  :ind  trust  coMipiinic's,  I'oi'  the  purpose  of 
c;dliii^  the  attention  of  persons  who  desired  to  >cll  tiicir  Liberty 
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Bonds  to  places  where  such  bonds  could  be  sold  to  the  best  ad- 
vantage, and  wanted  to  know  it"  this  office  could  have  such 
notices  posted  in  the  offices  of  the  licensed  money-lending  com- 
panies, to  which  reply  w^as  made  that  it  would  be  suggested 
to  the  money  lenders. 

Mr.  Curtiss  said  that  he  did  not  know  what  could  l)e  done  in 
regard  to  such  advertisements,  for  certain  brokers  were  adver- 
tising in  a  somew^hat  similar  manner.  He  expressed  the  opinion 
that  the  money  lenders  who  were  buying  bonds  were  buying  at 
considerably  less  than  the  market  price.  He  was  informed  that 
so  far  as  this  office  knew,  and  according  to  their  statements, 
they  were  buying  bonds  at  the  market  price,  but  were  charging 
a  commission  fee  for  so  doing;  and  that  according  to  their 
statements  the  average  would-be  seller  of  a  bond  was  familiar 
with  the  latest  quotation,  and  that  they  certainly  were  familiar 
with  the  rate  of  interest  at  which  money  could  be  borrowed 
upon  such  bonds.  It  was  explained  to  Mr.  Curtiss  that  this 
office  had  nothing  to  do  with  the  licensed  money  lender  buying 
or  selling  bonds;  that  that  was  entirely  outside  the  jurisdiction 
of  this  department;  that  an  official  opinion  had  been  given  by 
the  United  States  district  attorney  that  the  owner  of  a  bond 
had  a  perfect  right  to  sell  it  for  any  amount  he  saw  fit,  whether 
the  sum  received  represented  the  recognized  market  value  or 
not.  Mr.  Curtiss  was  further  informed  that  so  far  as  the  rate 
of  interest  was  concerned  this  office  had  done  everything  within 
its  power  to  bring  that  rate  to  a  minimum;  that  the  licensed 
money  lender  could  charge  3  per  cent  per  month;  that  con- 
sidera;bly  more  than  a  year  ago  a  rule  had  been  sent  out  by  this 
office  notifying  money  lenders  that  they  would  not  be  per- 
mitted to  take  in  excess  of  1  per  cent  per  month  because  of  the 
nature  of  the  security,  a  rule  which  could  be  made,  because  the 
statute  creating  this  office  states  that  the  Supervisor  shall  in 
establishing  rates  take  into  consideration  the  amount  of  the 
loan,  the  time  for  which  it  is  made,  and  the  nature  of  the 
security  offered.  He  was  further  informed  that  any  other 
person  could  charge  1  per  cent  per  month  loaning  money  on 
Liberty  Bonds,,  or  loaning  money  under  any  circumstances, 
if  an  agreement  to  that  effect  was  made  between  borrower 
and  lender. 
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His  attention  was  railed  to  the  fact  that  sometime  ago  this 
office,  in  taking  up  the  matter  of  loans  on  Liberty  Bonds  with 
the  representatives  of  the  Federal  Reserve  Bank,  suggested  that 
if  the  Treasury  Department  at  Washington  really  desired  to 
look  so  closely  after  the  interest  of  owners  of  Liberty  Bonds  who 
desired  either  to  sell  them  or  to  borrow  money  on  them,  it 
seemed  as  if  arrangements  might  readily  be  made  for  so  doing 
by  establishing  a  department  in  some  national  bank  in  Boston 
where  necessitous  borrowers,  or  those  who  were  compelled  to 
sell  their  bonds  through  necessity,  might  be  accommodated. 
He  said  that  the  suggestion  had  been  favorably  received,  and 
the  matter  had  been  taken  up  with  the  Treasury  Department 
at  Washington,  but  it  did  not  seem  to  be  particularly  interested 
in  that  phase  of  the  situation. 

Respecting  the  same  matter,  the  following  letters  were  re- 
ceived :  — 

Federal  Reserve  I^axk  of  Boston. 

53  State  Street,  Feb.  4,  1910. 

Mr.  Pope,  Supervisor  of  Loans,  State  House,  Boston,  Mass. 

Dear  Sir:  —  Statistics  show  that  in  New  England  alone  over  1,400,000 
people  purchased  the  Fourth  Liberty  Loan  in  denominations  of  SoO  and 
SIOO. 

This  vast  number  of  small  investors  in  New  England  in  govcrmnont 
securities  should  not  only  be  urged  to  hold  their  bonds,  but  when  forced 
to  .sell  through  necessity  should  be  protected  from  unscrupulous  brokers 
and  loan  agencies  which  seek  to  buy  Liberty  Bonds  at  jirices  I'ai-  below 
the  true  market. 

To  a.ssist  in  ciirbiii.ti  this  pcinicious  and  rapidly  tirowinii  trallie.  we 
are  a.sking  the  hearty  co-operation  anil  assistance  of  the  trust  companies 
and  savings  banks,  which  wc  believe  iiave  i)roved  the  most  etfectivc 
(listrii)utors  of  Liberty  Bonds  among  the  siuall  investors,  in  furnishing 
f.Hcilities  whereby  the  holders  of  -SoO  and  SIOO  fully  or  partially  paid 
bonds  may  receive  a  proper  price  for  the  same  wlien  forced  by  necessity 
to  sell. 

First,  by  directing  the  sellers  of  such  bonds  to  .some  reputable  broker, 
or 

Second,  througli  the  purcliase  of  sucli  bmids  in  small  lots  liy  the  trust 
companies  or  savings  l)anks  themselves. 

After  consultation  with  scveiid  indiniiicnt  iKUikcrs,  the  follow  iiit;  |ii-ires 
for  $50  an<l  ?100  bonds  have  bcm  uLnccd  upnn  ,i^  r(':i^(in;il>le. 


_  1920.1  PUBLIC  DOCUMENT  —  No.  95. 


Fully  or  Partially  Paid. 
Last  sale  quotation  on  Boston  Stock  Exchange  on  previous  day,  with  accrued 
interest  to  date  of  purchase,  less  25  cents  for  each  $50  bond  and  for  each  multiple 
thereof. 

We  believe  that  at  the  price  above-stated  a  bank  can  dispose  of  any 
bonds  they  purchase  without  loss  and  with  the  assurance  of  a  reasonable 
return  for  their  services. 

This  phase  of  government  financing  is  so  extremely  important  that  we 
trust  you  will  give  it  your  careful  consideration,  and  will  agree  to  help 
put  the  plan  into  effect  in  your  community  by  displaying  in  a  prominent 
place  in  your  banking  rooms  a  poster  which  we  have  prepared  to  inform 
the  public  that  you  will  arrange  to  assist  in  the  sale  of  such  Liberty 
Bonds  on  this  basis.    The  same  statement  is  also  made  in  a  smaller  card. 

In  this  connection  I  trust  you  will  urge  holders  of  small  Liberty  Bonds 
not  only  to  hold  them,  but,  also,  not  to  exchange  them  for  securities  or 
merchandise,  which  unprincipled  and  unpatriotic  promoters  and  mer- 
chants are  increasingly  encouraging. 

We  are  sending  you  the  poster  and  card  referred  to  above  under  sepa- 
rate cover. 

Very  truly  yours, 

Charles  A.  Mobse, 

Governor. 


Federal  Reserve  Bank  of  Boston, 

53  State  Street,  June  10,  1919. 

Frank  Pope,  Esq.,  Collateral  Loan  Department,  State  House,  Boston. 

Dear  Mr.  Pope  :  —  I  am  inviting  a  group  of  men  to  come  here  to 
the  bank  on  Tuesday,  June  17,  at  2.30,  to  discuss  what  means  can  be 
taken  to  better  safeguard  the  small  investor  in  Liberty  Bonds  and  War 
Savings  stamps,  and  trust  that  you  can  arrange  to  meet  with  us. 

Through  the  Liberty  Loan  and  War  Savings  campaign  millions  of 
new  investors  have  been  created,  who  are  now  being  preyed  upon  by  the 
loan  sharks,  promoters  of  fraudulent  issues  and  others,  and  thus  far 
little  progress  has  been  made,  so  far  as  I  can  see,  in  checking  such  activities. 
With  the  present  unrest  and  socialistic  tendencies  that  are  creeping  into 
our  laboring  class,  I  believe  that  there  is  no  more  important  duty  before 
us  than  to  safeguard  and  protect  this  new  class  of  investor. 

Trusting  that  I  may  count  upon  your  co-operation  in  this  work,  I  am 

Yours  very  truly, 

Frederic  H.  Curtiss, 

Chairman. 
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The  CoxrMONT\'EALTH  OF  Massachusetts, 

Department  of  Sltervisor  of  Loan  Agencies, 
Room  421,  State  Hocse,  Boston,  June  12,  1919. 

Frederic  H.  Curtiss,  Esq.,  Federal  Reserve  Bank  of  Bostoi},  Boston, 

Mass. 
De.^^  Mr.  Curtiss:  —  Your  letter  inviting  me  to  attend  a  meeting 
at  the  Federal  Reserve  Bank  next  Tuesday  at  2.30  to  discuss  what  means 
can  be  taken  to  better  safeguard  the  small  investor  in  Liberty  Bonds 
and  War  Savings  stamps  received,  and  I  assure  you  that  it  ■nill  afford 
me  great  pleasure  to  be  present.  I  shall  be  xevy  much  pleased  to  co- 
operate ^nth  you  in  what  you  are  seeking  to  accomplish. 

Yours  truly, 

FR.A.NK  H.  Pope. 

A  meeting  was  held  at  which  INIr.  Curtiss  was  chosen  chair- 
man and  authorized  to  appoint  an  executive  committee  to  carry 
into  effect  the  purposes  for  which  the  meeting  was  called. 

The  following  is  a  copy  of  a  poster  received  from  the  Liberty- 
Loan  Committee,  w^hich  was  sent  to  savings  banks  and  trust 
companies,  in  relation  to  buying  Liberty  Bonds:  — 

Liberty  Bonds. 
L 
Do  not  sell  your  Liberty  Bonds  unless  obliged  to  do  so  through 
dire  necessity. 

IL 
If  you  must  sell  j'ou  arc  advised  before  doing  so  to  consult 
with  the  management  of  this  bank,  who  will  either  recommend 
some  rcinitable  broker  who  will  l)uy  your  bonds,  or  this  Inmk 
will  purcha.se  $50  and  $100  bonds  in  moderate  amounts  on  the 
f(illf)wing  basis:  — 

Fvlly  or  Portia  III/  Paid. 
Last  sale  cjuotation  on  the  Boston  Stock  I'iXchange  on  previous 
day,  with  accrued  interest  to  date  of  purchase,  less  25  cents  for 
each  S50  bond  and  for  each  multiple  thereof. 

The  cflorts  (if  the  l'\(l(i-;il  IvcscrNc  I'ank  to  (|U:ilif\  Ncry  iii;i- 
tcrially  the  ;nl\  (  rt  iscniclit^  of  the  licensed  iiii>iiey  |eii(h'rs,  which 
were  regarded  as  too  alluring,  were  successful,  the  newspapers 
going  so  far  as  to  refuse  to  take  such  adxcrt isenuMits  v\vu  if  tiu' 
word  "bonfj"  appeared;  so  that  the  ad\  (•rtis(Mnents  of  Iiceiis(>d 
nioiie\    lenders   wci'c   cni'tailcd    in   a    niai'ked   decree,    which    was 
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radically  different  from  some  of  the  very  conspicuous  adver- 
tising they  were  doing,  strongly  appealing  to  those  who  had 
Liberty  Bonds  upon  which  they  desired  to  borrow  money.  As 
the  result  of  the  activities  of  the  Federal  Reserve  Bank  dis- 
honest traffic  in  Liberty  Bonds  by  unscrupulous  traders  was 
reduced  to  a  minimum.  Under  a  new  arrangement  with  the 
banks  in  the  State  a  person  desiring  to  sell  a  Liberty  Bond 
could  take  it  into  any  savings  bank  or  trust  company  and  have 
it  redeemed.  The  banks  would  take  over  the  bond,  either  fully 
or  partially  paid,  on  the  basis  of  the  last  sale  on  the  Boston 
Stock  Exchange,  with  25  cents'  commission  on  each  $50  bond, 
or  refer  the  owner  to  some  reliable  broker.  If  a  Liberty  Bond 
owner  desired  to  borrow  on  a  bond  instead  of  selling,  he  could 
borrow  from  80  to  85  per  cent,  and  in  cases  where  the  owner 
did  not  need  the  proceeds  of  the  loan  he  could  deposit  the 
balance.  The  making  of  loans  under  those  circumstances  was 
undertaken  originally  by  several  of  the  large  savings  banks  in 
this  State,  and  through  the  efforts  of  the  Federal  Reserve  Bank 
the  method  spread  throughout  the  New  England  States. 

Conrad  &  Co.,  Boston,  a  large  concern  dealing  in  women's 
apparel,  adopted  a  plan  which  it  liberally  advertised,  in  which 
it  stated :  — 

Your  Liberty  Bonds  can  do  more  than  earn  interest  for  you. 

Don't  sell  your  bonds  —  keep  them  and  let  them  work  for  you. 

Don't  exchange  them  for  other  securities. 

There  is  no  investment  safer  than  a  United  States  govern- 
ment bond. 

Don't  exchange  them  for  merchandise. 

We've  made  it  possible  for  you  to  secure  merchandise  by  using 
your  bonds. 

You  can  have  the  merchandise  and  the  bonds,  too,  by  taking 
advantage  of  this  plan.    Here's  our  plan :  — 

Bring  your  bonds  here  and  we'll  deposit  them  for  you  in  a 
safety  deposit  vault  in  the  First  National  Bank  under  your 
own  name. 

We'll  clip  your  coupon  for  you  and  have  your  interest  ready  for 
you  when  due  and 

You  can  open  a  charge  account  without  further  introduction. 

To  what  extent  that  scheme  worked  out  as  a  practical  propo- 
sition this  department  does  not  know. 
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Although  vigorous  efforts  were  made  to  prevent  licensed 
money  lenders  from  dealing  in  Liberty  Bonds,  they  did  so  to  a 
considerable  extent,  but  not  to  such  a  degree  as  they  would 
have  done  had  it  not  been  for  the  curtailing  of  their  advertising 
facilities.  There  has  never  been  a  complaint  lodged  at  this 
office  by  a  person  dealing  with  a  licensed  money  lender  in 
respect  to  the  sale  of,  or  borrowing  on,  either  Liberty  Bonds  or 
War  Savings  stamps. 

The  following  regarding  Liberty  Bonds  appeared  in  the  finan- 
cial column  of  a  Boston  paper,  and  is  of  interest  because  of  the 
discussion  relative  to  them :  — 

An  eminent  banker  in  private  conversation  some  days  ago  made  the 
remark  that  during  the  war  the  government  paid  for  everything  except 
its  money. 

The  Libert}'  Bonds  were  sold  on  patriotism  and  not  on  business  prin- 
ciples. The  government  put  out  3^  per  cent  bonds  when  it  should  have . 
sold  4s.  It  sold  4s  when  it  should  have  paid  4^  per  cent,  etc.  Further- 
more, the  government  encouraged  people  to  buy  more  bonds  than  they 
could  pay  for  and  borrow  at  the  banks  to  make  pannents. 

The  net  result  of  all  this  was  that  several  of  the  issues  were  not  at  all 
well  placed.  A  reputable  bond  house  would  not  think  of  tning  to  sell 
bonds  by  ha\ing  pretty  girls  standing  at  street  corners  begging  each 
passer-by  to  take  "just  one  more  bond." 

A  lot  of  people  bought  ixjnds,  not  because  the.v  could  afford  to,  but 
because  they  were  driven  into  it  or  because  they  thought  it  the  i)atriotic 
thing  to  do.  They  either  sold  them  out  when  the  payments  were  due,  or 
put  them  up  as  collateral  at  some  bank. 

The  banks  for  a  while  loaned  money  on  Liberty  lioiuls  at  the  same 
rate  as  the  bond  paid,  but  they  have  stopped  this,  and  rather  than  carrj'- 
ing  the  bonds  and  lose  on  the  interest,  many  have  just  thrown  them  on 
the  market. 

Lecislativk  AIat'ieus. 
ScNcral    bills    were    introduced    into    the    Lc^ishit  lire    of    I'.tl!) 
which,   if  cnaclcd   iiilo  law,   would   1im\-c  made  changes  in   con- 
nection with  rales  of  interest,     .\inong  tlieni   w;is  a   bill   which 
pro\'i<h'd  as  lollows:  — 

8kctio,n  1.  II  shall  be  unlawful  for  any  money  lender  (n  require 
from  any  person  to  whom  money  is  lojineil  hy  him  ant!  who  pays  the  loan 
or  tiie  interest  tliei-eon  at  a  (late  later  thnii  lliat  >pecilie(l  in  \\\>  contract 
any  greater  sum  for  the  delay  in  i)ayinent  tlian  the  ;nii(iuiit  of  interest 
due  for  the  jjcriod  of  the  delaj'. 
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Section  2.  Violation  of  the  provisions  of  this  act  shall  be  punished 
by  a  fine  of  not  less  than  fifty  dollars  for  each  offence. 

Another  bill  provided,  in  section  1,  that  chapter  73  of  the 
Revised  Laws  be  amended  by  striking  out  section  3  of  said 
chapter  and  substituting  a  new  section,  as  follows :  — 

Sectiojst  3.  Except  as  provided  by  section  seven  of  chapter  seven 
hundred  and  twenty-seven  of  the  acts  of  nineteen  hundred  and  eleven,  it 
shall  be  unlawful  to  make  an  agreement  for  the  payment  of  a  higher  rate 
of  interest  upon  money  than  at  the  rate  of  six  dollars  on  each  one  hun- 
dred dollars  for  a  year.  No  greater  rate  than  that  before  mentioned 
shall  be  recovered  in  a  suit  and  no  bond  issued  by  a  corporation  shall 
bear  interest  at  a  yearly  rate  exceeding  seven  dollars  upon  each  hundred 
dollars. 

Section  2  provided  that  section  18  of  chapter  727  of  the  Acts 
of  1911  be  repealed.  That  section  is  a  part  of  the  law  creating 
this  department  and  provides  that  — 

The  provisions  of  this  act  shall  not  affect  so  much  of  section  three  of 
chapter  seventy-three  of  the  Revised  Laws  as  provides  that,  if  there  is 
no  agreement  for  a  different  rate,  the  interest  on  money  shall  be  at  the 
rate  of  six  dollars  upon  each  one  hundred  dollars  for  a  year. 

Section  7  of  chapter  727  of  the  Acts  of  1911,  as  amended, 
provides  as  follows :  — ■ 

The  supervisor  shall  establish  the  rate  of  interest  to  be  collected,  and 
in  fixing  said  rate  shall  have  due  regard  to  the  amount  of  the  loan  and 
the  nature  of  the  security  and  the  time  for  which  the  loan  is  made;  but 
the  total  amount  to  be  paid  on  any  loan  for  interest  and  expenses  shall 
not  in  the  aggregate  exceed  an  amount  equivalent  to  three  per  cent  a 
month  on  the  amount  actually  received  by  the  borrower,  computed  on 
unpaid  balances;  and  no  licensee  or  company  or  association  to  which  this 
act  applies  shall  charge  or  receive  upon  any  loan  a  greater  rate  of  interest 
than  that  fixed  by  the  supervisor.  No  charge,  bonus,  fee,  expense  or 
demand  of  any  nature  whatsoever,  except  as  above  provided,  shall  be 
made  upon  loans  to  which  this  act  relates. 

That  particular  bill  was  opposed  by  the  banking  interests  as 
it  w^as  felt  that  it  would  seriously  interfere  with  their  methods 
of  doing  business,  and  the  petitioner  was  given  leave  to  with- 
draw. There  was  another  bill  which  provided  that  "No  assign- 
ment of  wages  which  assigns  more  than  one  half  of  the  wages 
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paid  to  any  person  shall  be  valid  in  this  commonwealth,"  but 
none  of  those  bills  were  enacted  into  law, 

A  matter  of  great  interest  to  the  licensed  money  lenders  were 
several  bills  introduced  providing  that  furnituie  movers  be  re- 
quired to  furnish  information  relative  to  removal  of  furniture. 
The  previous  year  a  similar  bill  was  filed  by  Representative 
Fred  P.  Greenwood,  which  was  referred  to  the  Legislature  of 
1919,  and  in  due  time  taken  from  the  files.  Beside  the  bill  of 
Mr.  Greenwood  was  a  petition  to  the  same  effect  by  the  Dor- 
chester Board  of  Trade,  and  by  Frank  Ferdinand,  Inc.,  a  large 
dealer  in  furniture.  The  bills  provided  that  every  person,  firm 
or  corporation  engaged  in  the  business  of  moving  and  trans- 
ferring household  furniture  (some  bills  excepting  railroad  and 
express  companies,  which  should  remove  furniture  or  efi'ects  of 
any  person  changing  his  or  her  residence)  should,  within  a  stip- 
ulated time,  make  a  report  to  stated  officials  of  town  or  city,  on 
blanks  furnished  for  that  purpose,  of  certain  essential  facts 
relative  to  such  moving  or  transferring.  The  law  provided  a 
penalty  for  giving  fictitious  names  and  for  any  violation  of  pro- 
visions of  the  act.  Licensed  money  lenders  doing  business  and 
accepting  chattel  mortgages  have  frequently  lost  through  the 
making  of  such  loans  by  the  borrower's  moving  the  furniture 
from  the  place  where  it  was  supposed  to  be  without  Kvning 
track  of  their  movements,  and  the  efl'ort  to  remedy  the  situa- 
tion was  of  vital  interest  to  such  lenders. 

The  bills  were  contested  by  the  Furniture  Movers'  Associa- 
tion of  Massachusetts  on  the  ground  that  siieh  legislation  would 
add  a  burrlen  to  their  business  because  it  w;is  class  legislation 
favoring  credit  houses;  because,  in  its  oi)ini()n,  it  was  unconsti- 
tutional iind  would  tiikc  a\\;i\  rights  of  citi'/ens  to  a<'t  in  a  free 
and  ])eaccful  nianniT;  that  in  the  State  of  Missouri  such  legis- 
lation had  been  declared  unconstitutional.  It  was  asserted  that 
such  a  measure  would  iiinke  detectives  of  the  furniture  nio\-ers. 
It  was  dechired,  furl  herniore.  that  such  legislation  would  work 
a  great  hardship  upon  the  nioxcrs,  and  would  mean  that  addi- 
tional liel|»  wonld  he  re(|nire(l;  that  su<li  expense  should  not  he 
home  by  ihe  I'ui'nilui'e  nio\  el's,  hut  I  >  v  the  <i'((lil  men  ol'  the 
piilijic.  M(t\ci's  declared  that  llic\  had  nc\  ci'  refused  1o  give 
iul'oiiuat  ion  in  regai'd  to  I'm-niture  uhieh  the\'  had  moved  so  far 
as  it  was  within  their  |)oW(r  to  do  so. 
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Representative  Greenwood  argued  at  length  to  the  effect  that 
the  "dead  beats"  of  a  community  fly  by  night,  leaving  a  trail 
of  unpaid  bills  behind  them,  and  they  cannot  be  traced  because 
of  the  refusal  upon  the  part  of  furniture  movers  to  give  informa- 
tion regarding  the  place  to  which  the  family  moved.  Alonzo  E. 
Yont,  secretary  and  attorney-general  for  the  Massachusetts 
Home  Furniture  Association  said  that  not  only  are  landlords 
losing  on  these  ''fly-by-nights,"  but  merchants  of  all  classes 
have  bills  which  they  cannot  collect  owing  to  their  "lost 
customers."  Victor  Heath,  chairman  of  the  Public  Safety  Com- 
mittee, explained  that  when  a  large  credit  house,  in  figuring  up 
its  business  at  the  end  of  the  year  for  the  purpose  of  deter- 
mining its  income  tax,  finds  that  in  its  business  of  $500,000  it 
has  lost  $10,000  through  "dead  beats,"  it  merely  "passes  the 
buck"  back-  to  the  consumer.  The  Boston  Retail  Grocers' 
Association,  the  Massachusetts  Retail  Grocers'  Association,  The 
Credit  Reporting  Company  of  New  England,  the  Worcester 
Chamber  of  Commerce,  the  Dorchester  Board  of  Trade  and  the 
Boston  Retail  Credit  Men's  Association  had  representatives  who 
spoke  in  favor  of  che  bills,  explained  how  the  associations  to 
which  they  belonged  were  seriously  affected  because  of  the  lack 
of  adequate  protection  through  proper  legislation.  Such  legis- 
lation has  been  asked  for  many  years  and  when  the  House 
voted  in  favor  of  the  bill,  following  a  unanimous  report  by  the 
committee  on  legal  affairs,  it  was  presumed  that  the  desired 
law  would  be  enacted;  but  when  the  bill  reached  the  Senate, 
that  was  another  story,  —  defeat  marked  the  efforts  of  those 
who  were  seeking  the  legislation,  but  it  was  energetically  de- 
clared that  an  effort  to  secure  legislation  to  meet  the  situation 
would  again  be  made  when  the  next  Legislature  came  into 
being. 

The  most  important  legislation  passed  in  which  money 
lenders  felt  an  interest  was  that  to  provide  suitable  recognition 
for  the  service  of  those  residents  of  Massachusetts  who  served 
in  the  Army  or  Navy  of  the  United  States  during  the  war  with 
Germany,  and  w^hich  provided  for  the  payment  of  $100  to  each. 
Soon  after  the  passage  of  the  bill  the  following  article  appeared 
in  the  "Boston  Herald,"  and  the  letter  of  Mr.  Costeilo  was  sent 
to  other  papers  in  the  city:  — 
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Sharks  try  to  swindle  Vets. 
Offer  to  cash  SlOO  Boxus  Checks  for  Ex-Service  Mex  at  Slo 

DiSCOUXT. 

Legioner  makes  Direct  Charge. 

The  "loan  shark"  has  found  new  prey.  It  is  in  the  form  of  the  ex- 
ser^-ice  man  who  is  awaiting  the  paj-ment  of  the  SlOO  gratuity  from  the 
State.  There  has  been  considerable  rumor  to  this  effect  ever  since  State 
Treasurer  BurriU  began  giving  out  the  apphcation  blanks,  but  the  first 
direct  charge  in  that  direction  to  be  made  bj^  any  one  concerning  it  comes 
in  the  form  of  a  letter  to  the  editor  of  the  "Boston  Herald"  from  Peter 
F.  Costello  of  148  Harvard  street,  Dorchester,  who  is  ^dce-conmlander  of 
the  Francis  C.  Kane  Post,  No.  60,  American  Legion. 

Follo\\ing  is  his  letter:  — 

Dear  Me.  Editor:  —  As  vice  commander  of  the  Francis  C.  Kane  Post,  No. 
60,  of  the  Dorchester  district,  I  feel  it  my  duty  at  this  time  to  bring  to  your  atten- 
tion, and  particularly  to  the  attention  of  the  ex-service  man,  a  current  circum- 
stance, which  is  being  practiced  at  the  State  House  by  the  so-called  "loan  sharks." 
Many  of  the  ex-service  men  are  being  approached  daily,  while  standing  in  line 
preparing  to  deposit  their  claim  for  the  .SlOO  gratuity,  by  runners  for  these  so- 
called  "loan  sharks."  They  offer  the  ex-service  man  in  ready  cash  S75,  provided 
he  will  have  the  check  for  the  SlOO  sent  to  their  place  of  business.  Then  the  ex- 
ser\nce  man  will  receive  the  sum  of  SIO  for  the  endorsement  of  same. 

This,  Mr.  Editor,  is  an  outrage,  and  some  form  of  initiative  should  be  taken  as 
a  preventive.  As  a  matter  of  fact,  Mr.  Editor,  this  is  nothing  more  than  a  personal 
matter  with  the  ex-service  man  himself,  but  what  "loan  shark"  would  take  such 
a  deplorable  step  in  depriving  the  ex-service  man  of  S15,  when  they  all  appreciate 
the  fact  that  they  need  every  "red  cent"  they  can  lay  their  hands  on  just  now. 

I  believe  that  men,  or  corporations,  found  using  tliis  method  to  "swindle"  the 
ex-ser\'ice  man  should  suffer,  and  I  suggest  that  some  legislation  should  be  enacted 
to  revoke  their  license.  Now,  Mr.  Editor,  is  the  time  to  jircvent  these  so-called 
"loan  sharks"  from  reaping  a  harvest. 

The  American  Legion,  of  which  I  am  ijroud  to  1)0  a  inemlior,  is  prejudiced  against 
any  like  ijractices  of  this  manner,  and  although  I  concede  this  to  be  a  personal 
matter  with  the  ex-scrvico  man,  I  feel  that  no  "loan  .sharks"  or  "money  lenders" 
should  use  tlic  ex-service  man  as  their  prey  for  reaping  a  liarvest.  Any  ex-service 
man  wishing  to  cash  his  check  when  received  would  gladly  bo  advised  at  .S4  State 
street,  lioslon,  the  state  headquarters  of  the  American  Legion. 

Thanking  you  in  the  name  of  Francis  C  Kane  Post  for  the  past  favors  roccivod 
at  your  hands,  I  am,  as  ever 

Xovy  truly  j'ours, 

PlCTKR  F.   CosTi;i.i.o, 
lis  Ihuvurd  Street,  Dordiostcr. 

Tlic  following  IcKcr  \\;is  sent  to  "Mr.  Costello.  but  no  rc]ily 
was  received:  — 
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The  Commonwealth  of  Massachusetts, 

Department  op  Supervisor  of  Loan  Agencies, 

Room  421,  State  House,  Boston,  July  19,  1919. 

Mr.  Peter  F.  Costello,  1^8  Harvard  Street,  Dorchester,  Mass. 

Dear  Sir:  —  I  have  just  seen  in  this  morning's  "Globe"  a  complaint 
made  by  you  that  soldiers  have  been  approached  by  "loan  sharks"  with 
the  view  of  trying  to  take  advantage  of  them  relative  to  the  checks  which 
they  are  receiving,  or  are  to  receive  for  their  bonus.  Will  you  please 
inform  this  office  at  your  earliest  convenience  what  experiences  you  or 
others  may  have  had  in  this  respect,  and  with  whom?  I  am  desirous  of 
knowing  whether  any  of  the  licensed  money  lenders  in  this  city  are  in- 
volved. 

Yours  truly, 

Frank  H..  Pope, 
Supervisor  of  Loan  Agencies. 

The  result  of  an  interview  was  printed  in  Boston  papers,  as 
follows :  — 

Frank  H.  Pope,  Supervisor  of  Loan  Agencies,  said  to-day  in  reference 
to  the  charge  of  Peter  F.  Costello  of  148  Harvard  Street,  Dorchester, 
that  certain  "loan  sharks"  were  seeking  to  swindle  by  trying  to  secure 
the  checks  of  the  former  service  men  for  an  amount  considerably  less 
than  the  face  of  the  check,  that  he  had  received  no  complaint  and  only 
knew  of  the  matter  through  Mr.  Costello's  letter  to  the  newspapers,  but 
he  had  written  the  latter  asking  him  to  give  information  in  regard  to 
the  methods  of  those  of  whom  he  complains.  Supervisor  Pope  said  that 
those  seeking  to  buy  those  checks  could  legally  purchase  them  for  what- 
ever amount  the  owner  would  sell,  provided  it  was  a  direct  sale,  but  if 
it  was  a  loan,  and  there  was  any  interest  charge  in  excess  of  the  legal 
rate,  whether  the  buyer  is  a  licensed  or  unlicensed  money  lender,  he  will 
take  immediate  action  as  soon  as  evidence  sufficient  to  justify  the  issuing 
of  a  warrant  by  the  court  is  submitted.  Supervisor  Pope  said  that  a 
similar  situation  confronted  those  who  sold  their  Liberty  or  Victory 
Bonds  at  much  less  than  the  market  value.  It  was  realized  by  those 
seeking  to  correct  that  evil  that  there  was  no  law  which  prevented  a 
man  from  buying  a  bond  as  cheap  as  the  owner  was  ready  and  willing  to 
sell,  and  the  Department  of  Justice  had  so  ruled,  and  so  far  as  he  had 
been  able  to  learn,  the  Supervisor  said  that  seemed  to  be  the  situation 
in  regard  to  the  ex-soldiers'  checks,  but  that  he  would  investigate  imme- 
diately and  see  whether  there  was  any  illegality  in  the  transactions. 

x4nd  later,  as  a  result  of  a  second  interview,  the  following  was 
published  in  the  Boston  papers:  — 
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Frank  H.  Pope,  State  Supen-isor  of  Loan  Agencies,  has  ascertained 
through  an  extensive  investigation  that  a  large  number  of  ex-service  men 
have  obtained  loans  in  anticipation  of  their  State  bonus  checks,  the 
loans  being  made  by  both  licensed  and  unhcensed  lenders. 

The  chief  view  of  the  investigation  was  the  prevention  of  illegal  interest 
rates.  Evidence  as  to  these  rates  cannot  be  had  until  the  checks  are 
sent  out.  Supervisor  Pope  states  that  an  unlicensed  lender  may  charge 
only  at  the  rate  of  6  per  cent  per  year  unless  some  other  rate  is  desig- 
nated, but  the  rate  cannot  exceed  1  per  cent  per  mouth.  A  licensed 
money  lender  may  charge  3  per  cent  per  month. 

A  number  of  soldiers  and  sailors  will  have  their  checks  sent  to  the 
office  or  home  of  those  from  whom  they  have  borrowed,  the  letter  to  be 
addressed  to  the  borrower,  but  in  the  care  of  the  lender.  The  check  will 
be  made  out  to  the  borrower  and  it  is  expected  the  borrower  will  have 
the  check  cashed  by  the  lender. 

Mr.  Pope  said  that  there  was  little,  if  an}',  likelihood  of  a  licensed 
money  lender  loaning  in  excess  of  the  legal  rate  because  of  the  certainty 
that  his  license  would  be  revoked  mimediatelj^  upon  evidence  being  sub- 
mitted of  a  violation  of  the  law.  He  has  heard  of  instances  where  un- 
licensed money  lenders  had  agreed  to  loan  money  to  soldiers  and  sailors 
at  an  interest  rate  in  excess  of  the  legal  rate,  and  if  that  is  done  and  evi- 
dence is  presented  he  will  proceed  immediately  to  prosecute. 

Joseph  J.  Jiirman  of  the  Legal  Aid  Society  called  tliis  office 
oil  July  25,  1919,  and  said  that  it  had  been  notified  by  a  repre- 
sentative of  the  Red  Cross  that  a  soldier  had  reported  that  he 
had  borrowed  SIO  of  a  friend  for  a  sliort  time,  giving  his  dis- 
charge papers  as  security,  that  he  offered  payments  of  the 
loan,  but  tlie  icndei'  demanded  SlO  by  way  of  jnttM'cst,  wliich 
not  being  recei\'ed,  hv  declined  to  surrendci-  the  discharge 
papers.  I\Tr.  Jnrman  was  informed  tiiat  if  no  rate  of  interest 
had  been  s])cciii((l  a1  the  lime  llic  loan  was  made,  all  that  llic 
Iciidci'  could  charge  was  at  the  rati'  of  ('»  |)cr  cent  ])ci'  annum, 
and  that  if  any  other  rate  of  interest  had  been  agreed  n])oii, 
there  was  no  limit  upon  what  that  rate  might  l>e  because  the 
small  loans  act  does  not  apply  unless  two  oi-  more  loans  are 
made  where  the  exjXMise  to  the  borrower  is  in  excess  of  \'2  ])er 
cent.  l\Ir.  Jnrman  said  that  he  would  report  the  matter  to  his 
iiil'orni;i  nl  ;iii(l  Wdiild  nn|il'\  lhi>  olli.'c  nt'  the  disposition  of  the 
ciisc.      lint    notlnng  Inrllicr  was  hc.-inl    in   I'cgai'd   to  the  case. 

Sliitcnicnls  were  made  to  tlii^  oHiec  lo  the  cllccl  lli;il  a  few 
unlictiised  mone\   Icndi-rs  were  loaning  monc\    to  foi-iner  ser\  ice 
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men  in  anticipation  of  their  receiving  their  bonus,  and  it  had 
been  reported  that  those  to  whom  letters  were  sent  were  to  pay 
an  amount  in  excess  of  the  legal  charges.  The  lenders  whose 
names  were  given  were  notified  that  any  evidence  brought  to 
the  attention  of  this  office  of  any  charge,  fee,  bonus,  etc.,  in 
excess  of  the  amount  permitted  by  law  would  be  followed  by 
immediate  prosecution,  and  that  if  they  desired  to  know  what 
could  legally  be  charged  for  loans  by  an  unlicensed  money 
lender,  the  information  would  be  given  upon  application  to  this 
office.  Later  an  investigation  did  not  disclose  that  the  law  had 
been  violated,  presumably  due  to  the  warning  given. 

It  was  later  disclosed  that  some  of  the  said  lenders  were 
losers  because  the  borrowers  had  "skipped"  and  all  track  of 
them  was  lost.  There  was  but  one  licensed  money  lender  which 
seemed  to  specialize  in  that  class  of  work  and  that  was  the 
Realty  Investment  Company,  which  loaned  to  a  goodly  number 
of  soldiers  who  would  leave  their  discharge  papers  as  security. 
The  soldier  would  notify  the  Treasury  Department  to  have  the 
check  made  out  to  him  and  have  it  sent  to  his  address  care  of 
the  Realty  Investment  Company,  which  was  to  hold  the  check 
until  such  time  as  the  borrower  came  for  his  mail,  but,  instead 
of  that  being  done,  the  Treasury  Department,  in  practically 
every  instance,  would  send  the  check  which  was  to  be  sent  care 
of  the  Realty  Investment  Company  to  this  office,  with  the  re- 
quest that  it  not  be  turned  over  to  the  money  lender  until  the 
Supervisor  was  assured  that  the  interests  of  the  borrower  were 
protected;  in  which  case  the  note  or  notes  were  examined  to 
ascertain  the  amount  loaned  and  to  see  that  the  notes  were 
made  out  in  legal  form  and  provided  for  the  proper  rate  of 
interest,  and  in  that  manner  the  office  of  the  Treasurer  and 
Receiver-General,  this  office  and  the  Realty  Investment  Com- 
pany worked  in  perfect  harmony;  but  there  were  a  number  of 
instances  where  harmonious  relationship  was  not  established  be- 
tween the  Realty  Investment  Company  and  certain  borrowers, 
who,  after  leaving  their  address  with  the  Treasury  Department, 
would  later  leave  another  address  to  w^hich  the  check  was  to  be 
sent,  which  would  be  cashed  and  the  money  lender  would  be 
left  to  secure  his  loan  as  best  he  could,  and,  by  this  method  of 
procedure,  there  were  lost  several  hundred  dollars  in  loans. 
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In  other  cases,  borrowers  who  stipidated  that  their  checks 
should  be  sent  care  of  the  Realty  Investment  Company  filed  a 
second  application,  and,  because  of  the  excessive  demands  made 
upon  the  Treasury  Department,  there  were  a  few  instances 
where  two  checks  were  sent  out  as  the  result  to  the  same 
soldier,  one  of  which  was  sent  to  his  last  griven  address  and  the 
other  to  the  Realty  Investment  Company,  and,  where  the  latter 
had  been  given  power  of  attorney,  the  check  would  be  endorsed 
and  cashed,  under  which  circumstance  two  hundred  dollars 
would  be  paid  where  but  one  hundred  dollars  was  due;  but 
such  transactions,  when  they  became  known,  were  settled  with- 
out difficulty  between  the  Treasury  Department  and  the  Realty 
Investment  Company.  Instead  of  the  original  fear  that  money 
lenders  would  take  advantage  of  the  soldiers  and  their  bonus, 
and  reap  a  rich  reward  because  of  alleged  unlawful  practices, 
the  reverse  was  the  case,  and  the  money  lender  became  the 
victim  rather  than  the  borrower.  Of  the  many  loans  which 
were  made  by  former  service  men,  there  was  but  a  single 
instance  which  came  under  the  observation  of  this  department 
as  the  result  of  investigation  where  a  money  lender  sought  to 
take  undue  advantage.  That  was  not,  however,  a  serious 
affair,  as  it  unveiled  but  a  difference  of  interpretation  of  circum- 
stances, and  when  the  matter  was  taken  up  by  this  office  the 
lender  without  hesitation  said  tliat  the  decision  of  this  office  in 
regard  to  the  matter  would  he  readily  acce])ted,  and  thus  all 
the  cases  were  disposed  of  without  friction,  and  no  difficulty 
was  experienced  excepting  by  the  lender,  a  few  of  whose  cus- 
tomers managed  to  take  uiulue  a(h;uitiig('  and  ]v;\\r  him  a 
])Ositive  lf)S(>r  in  sexcral  instances. 

Supreme  Coukt  Dkcisiox. 
A  fh'cisioii  of  great  interest  in  connection  with  lli(>  money- 
lending  business  was  given  l)y  the  full  bench  of  tlu'  Sui)iHMn(» 
(oiut,  which  ordercuj  an  injunction  to  issue  restraining  Louis  S. 
Le\i,  wlio  does  business  under  llie  iiiiuic  of  llie  I'ldelilx'  Trust 
Ju\cshnenl  ( "onii);iiiy,  from  ser\ing  notice  on  the  employers  of 
I'ldward  .1.  |{;iulins  tlia'  ]u>  (Le\i)  held  an  jissignment  of  the 
wages  of  l{aulins,  and  j.e\i  idso  was  ordered  to  •  aincl  and  de- 
]i\cr  up  llie  a.^^iirnnicnt   to   liauliiis. 
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On  Aug.  14,  191G,  Raulins  borrowed  $405.40  from  the  de- 
fendant and  assigned  to  the  latter  wages  due  Raulins  from  his 
present  and  future  employer. 

In  June,  1917,  Raulins  filed  a  petition  in  bankruptcy,  and  in 
his  schedule  included  the  debt  due  Levi,  On  Sept.  25,  1917, 
Raulins  received  his  discharge  in  bankruptcy. 

On  Jan.  1,  1917,  Raulins  went  to  work  for  another  concern. 
Levi  notified  this  company  that  he  held  an  assignment  of  wages 
from  Raulins,  and  the  company  withheld  money  due  Raulins. 

The  court  decided  that  the  assignment  held  by  Levi  became 
void  when  Raulins  changed  his  service,  and  it  was  also  inoper- 
ative on  account  of  limitation  of  time,  as  under  the  law  it 
could  be  enforced  for  only  two  years. 

Judge  Pierce,  who  wrote  the  opinion,  said  the  action  of  the 
defendant  in  serving  notice  of  the  assignment  upon  the  new  em- 
ployer of  the  plaintiff  was  oppressive,  and  calculated  to  em- 
barrass and  hinder  him  in  the  lawful  exercise  of  his  trade. 


Raulins  v.  Levi. 
Suffolk.  Jan.  7,  1919. 

Equity  —  Assignment    of    Wages  —  Termination    of   Employment  —  New 

Employment. 

Pierce,  J.  This  is  a  bill  in  equity  in  which  the  plaintiff  seeks  to  en- 
join the  defendant  from  enforcing  an  assignment  of  wages  against  the 
plaintiff's  present  or  future  employers,  praying  that  the  said  assignment 
be  ordered  delivered  up  for  cancellation,  for  damages  and  for  other  appro- 
priate relief.  The  case  is  before  this  court  upon  report  for  the  determina- 
tion of  all  questions  of  law  arising  upon  the  agreed  facts  which  the  justice 
of  the  Superior  Court  finds  to  be  true. 

The  facts  sustain  the  contention  of  the  defendant  that,  when  he  paid 
out  $171.40  for  the  plaintiff  at  the  request  of  the  plaintiff  and  in  addition 
cancelled  a  prior  indebtedness  of  the  plaintiff  amounting  to  $234,  he 
did  what  was  equivalent  to  giving  the  plaintiff  $405.40.  There  is  no  fact 
or  circumstance  to  warrant  an  inference  of  any  shift  or  device  to  avoid 
or  defeat  the  operation  of  St.  1911,  c.  727,  by  the  defendant  who  was 
not  licensed  to  make  small  loans  under  St.  1911,  c.  727,  §  4,  and  amend- 
ments thereof.  The  facts  distinguish  the  case  at  bar  from  Thomas  v. 
Burnce,  223  Mass.  311. 

The  loan  being  for  more  than  $300  comes  within  the  purview  of  St. 
1909,  c.  514,  as  amended  by  St.  1916,  c.  208,  which  went  into  effect  June 
12,  1916.  Section  121  provides  that  "No  assignment  of  future  wages 
shall  be  valid  for  a  period  exceeding  two  years  from  the  date  thereof,  ..." 
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The  assignment  which  this  bill  seeks  to  have  canceled  was  dated  "this 
14  daj'  of  Aug.,  191G,"  and  perforce  of  the  statute  expired  and  ceased  to 
have  legal  effect  Aug.  14,  1918.  The  bUl  was  filed  Dec.  21,  1917.  When 
the  biU  was  filed  the  plaintiff  was  in  the  employ  of  a  company  other 
than  the  one  in  whose  ser\'ice  he  was  when  the  assignment  was  made. 
"The  defendant  does  not  contend  that  the  assignment  of  wages  in  ques- 
tion is  valid  to  pass  title  to  wages  earned  under  the  (existing)  contract  of 
emplojinent  .  .  .  because  that  contract  was  not  in  existence  at  the  time 
the  assignment  was  made.  Citizens  Loan  Association  v.  B.  &  M.  Rail- 
road Co.,  196  Mass.  528,  5.31."  If  valid  in  its  inception,  the  assigimient 
remained  in  force  notwithstanding  the  discharge  of  the  plaintiff  in  bank- 
ruptcy until  it  was  determined  by  the  statutory  limitation  of  time,  by 
act  of  parties  or  by  operation  of  law.  Citizens  Loan  Association  v.  Boston 
&  Mame  Railroad,  supra. 

It  is  manifest  the  assignment  ceased  to  have  legal  force  as  security  for 
a  debt  with  the  termination  of  the  contract  of  service  existing  between 
the  plaintiff  and  his  emploj'^er  at  the  time  the  assignment  was  made;  and 
it  is  equalh"  plain  that  thereby  it  was  not  merely  suspended  in  its  opera- 
tion to  revive  and  to  attach  to  everj^  new  contract  of  ser^'ice  as  often  as 
made  during  its  statutorj''  life.  The  action  of  the  defendant  in  serving 
notice  of  the  assignment  upon  the  new  emploj'er  of  the  plaintiff  was 
oppressive,  and  was  calculated  and  intended  to  embarrass  and  hinder 
him  in  the  Ia\\"ful  exercise  of  his  trade. 

At  the  time  the  bill  was  filed  the  assignment  had  become  void  by  the 
plaintiff's  change  of  service;  and  since  the  bill  was  filed  it  has  determined 
by  limitation  of  time.  On  either  ground  the  plaintiff  is  entitled  to  an 
injunction,  and  to  a  surrender  and  cancellation  of  the  instrument  as 
prayed  for,  with  costs;  and  it  is 

So  ordered. 

F.  W.  Mansfield  for  plaintiff. 

F.  P.  Garland  for  defendant. 

The  Ivaiiliiis  case  was  bronnlit  to  tlu>  attention  of  this  oflicc, 
wliich  entertained  the  helief  that,  as  the  Fidelity  Trust  Invest- 
ment Comjiany  was  not  licensed,  the  makinjx  of  two  or  more 
loans,  each  under  .S'>()(),  and  later  amaliramatini^  tluiu  whereby 
they  wci'c  taken  ont  of  tlif  jurisdid  ion  of  lliis  oliicc  was  in 
reality  an  ell'ort  to  evade  the  small  loans  act,  i\\v  contention 
bein^  that  such  anialiranialion  conM  not  legally  he  ("H'cctc^d,  and 
it  was  decided  (o  lest  llie  ni;ilter  in  eonrt.  The  case*  was  i:;i\{Mi 
District  I'oliee  Odieer  Arthur  S.  Keating;  to  proeui'c  the  neces- 
sary evidence,  ;iiid  he  cariMcd  out  the  iiist  met  ions  of  this  ofTire, 
the  result  of  which  is  shown  1>\    the  follow  int;-  letter:    - 
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The  Commonwealth  of  Massachusetts, 

Detective  Depabtment  of  the  District  Police, 

State  House,  Boston,  Mass.,  May  16,  1919. 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies,  Room  Jf.21,  State 
House,  Boston,  Mass. 

Dear  Sir: —  In  the  matter  of  the  case  of  Commonwealth  v.  Louis  S. 
Levi  of  40  Court  Street,  Boston,  which  has  been  pending  in  the  Boston 
Central  Municipal  Court  from  Feb.  15,  1918,  to  Feb.  12,  1919,  I  have  to 
report  that  on  the  latter  date  the  case  was  dismissed  by  the  court  for 
want  of  prosecution  by  order  of  the  court,  after  he  had  his  attention 
called  to  the  decision  rendered  by  the  Supreme  Judicial  Court  in  the  case 
of  Raulins  v.  Levi  on  Jan.  7,  1919. 

Respectfully  submitted, 

Arthur  S.  Keating, 

District  Police  Officer  of  the  Commonwealth. 


LTniformity  of  State  Laws. 

There  was  held  in  this  city  Aug.  27  to  Sept.  2,  1919,  the 
twenty-ninth  annual  meeting  of  the  National  Conference  of 
Commissioners  on  Uniform  State  Laws.  There  had  been  sub- 
mitted to  the  committee  on  scope  and  program  numerous 
inquiries  since  the  last  session  of  the  conference  touching  the 
various  subjects  that  the  different  inquirers  were  interested  in, 
but  the  committee  stated  that  but  a  few  definite,  practical  sug- 
gestions had  been  formulated.  In  this  connection  the  com- 
mittee said :  — 

The  truth  is,  the  subject  of  "Uniformity  of  Law"  appeals  to  the  lay- 
man as  well  as  to  the  lawyer  and  naturally  many  of  us  desire  to  see  the 
law  in  all  of  the  States  like  the  law  in  our  own  State,  but  it  is  the  judg- 
ment of  your  committee  that  it  would  neither  be  wise  nor  expedient  to 
undertake  to  press  the  consideration  of  many  subjects  at  this  time.  Your 
committee  realizes  that  it  would  be  more  than  the  conference  could  hope 
to  accompHsh,  and  so  it  must  separate  from  the  numerous  suggestions 
such  suggested  laws  as  would  tend  to  benefit  the  commerce  between  the 
States. 

Your  committee  is  ready  to  concede  that  almost  every  law,  to  some 
extent,  affects  interstate  business,  but  there  are  some  State  laws  which 
do  so  more  than  others,  and  those  are  the  laws  that  your  committee 
understands  it  is  the  primary  purpose  of  this  conference  to  try  to  make 
uniform. 


00 
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It  is  the  judgment  of  your  committee  that  the  conference  can  best 
promote  uniformity  by  devoting  most  of  its  time,  ability  and  funds  to 
securing  the  adoption  by  the  State  Legislatures  of  the  uniform  laws  here- 
tofore perfected  and  reconmiended  b}^  the  conference. 

Relative  to  the  small  loan  bank  law,  the  committee  re- 
ported: — 

S^LiLL  Lo.\x  Bank  Law. 

Your  committee  has  been  very  much  interested  in  this  subject,  yet  it 
is  not  able  to  see  that  the  subject  is  of  such  character  or  magnitude  as  to 
affect  commerce  between  the  States  to  any  considerable  extent.  As  a 
matter  of  fact,  from  the  hurried  examination  your  committee  has  given 
the  subject,  it  realizes  that  reform  legislation  on  this  subject  would  be 
very  beneficial  and  is  verj^  much  needed  in  manj^  of  the  States,  but  it 
is  largely  a  local  subject  that,  in  the  judgment  of  3'our  committee,  should 
for  the  present  at  least  receive  local  attention. 

In  considering  the  anti-loan  shark  law,  it  reported:  — 

Anti-Loan  Sila.rk  Lxw. 
It  is  a  hard  matter  to  regulate  a  loan  shark.  As  a  matter  of  fact,  he  is 
almost  a  free  lance  in  the  monetary  world,  like  his  namesake  —  the 
shark  —  is  in  the  animal  world.  The  truth  is,  the  loan  shark  feeds  on 
the  poor  and  helpless,  —  the  down  and  outs,  —  and,  unless  these  poor, 
unfortunate  people  are  protected  from  the  greed  and  cupidity  of  the 
loan  shark,  society  is  thus  injured.  Hence  the  loan  shark  should  be  regu- 
lated by  more  rigid  laws  than  usually  prevail  in  the  States,  but  it  is 
largely  a  local  question  and  should  be  governed  b}-  local  hiws. 

After  the  report  had  been  mack'  and  accepted,  Attorney 
Reginald  Heber  Smith,  formerly  cliicf  coun.sel  of  the  Legal  Aid 
Society  in  this  city,  argued  so  forcefully  in  behalf  of  uniform 
legislation  relative  to  mf)ney  hMiders  that  the  committee  iinally 
(Icciilcij  to  gi\('  llic  matter  fiiftlu'r  cniisidci-at  idii,  ;iii(l  api^ointed 
the  following  committee  to  report  al  tlie  next  iiiei'ting  of  the 
conference:  I'^rederiek  N.  Judsoii,  St.  Louis,  .Mo.,  ehairnuui;  J. 
Ilausell  IMerrill,  Tlioinasxille,  (ia.;  -lames  M.  'runiiell,  (ieorge- 
towM,  1)(L;  .lames  M.  ( Jraliain,  Springfield,  Hi.;  I).  l'\  Ileaton, 
I'.Mt  \Va\ne,  hid.;  llollis  l{.  P.ailey,  i}o^(on,  Mass.;  A.  W 
(  ';i  nnoli,    (  'le\(|;i  lid,    ( )liio. 

Mr.  Smith  sjxike  with  espeeijil  reference  to  elVoi'ts  wliieh  were 
beint:    made    to   secure    iinil'oiMiiil  \    of    Icirislal  ion    relati\("    to    the 
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money-lending  business,  and  emphasized  what  had  been  done 
in  that  direction  by  the  Russell  Sage  Foundation  of  New  York 
City  and  the  Legal  Reform  Bureau  of  that  city,  each  of  which 
had  formulated  a  suggested  law,  that  of  the  first  organization 
being  known  as  the  "uniform  law"  and  of  the  latter  the  "ideal 
law,"  and  stated  that  earnest  efforts  had  been  made  to  bring 
about  uniformity  of  legislation  in  the  United  States;  that  very 
gratifying  success  had  attended  the  efforts  of  those  interested 
and  that  several  States  had  adopted  the  "uniform  law,"  which 
it  would  seem  has  been  looked  upon  the  more  favorably.  The 
conference  evidently  was  strongly  impressed  by  the  remarks  of 
Mr.  Smith,  to  the  effect  that  the  committee  referred  to  was  ap- 
pointed and  it  will  make  a  report  at  the  next  session.  It  is  de- 
clared by  representatives  of  the  conference  that  the  question  is 
so  broad  in  its  purpose  that  there  may  be  a  question  about  the 
committee  being  able  to  make  a  definite  report  at  the  next 
session  because  of  possible  lack  of  time  to  give  the  matter  the 
consideration  it  believes  it  deserves,  but  it  will  make  as  much 
progress  as  possible  and  report  to  that  effect,  and  if  more  time 
is  needed  in  order  to  grasp  the  many  and  salient  features  of  the 
proposition  it  will  unquestionably  be  granted. 

There  had  also  been  submitted  to  the  conference  the  question 
of  uniformity  of  law  respecting  trade  acceptances,  in  connection 
with  which  the  committee  reported :  — 

There  is  so  much  difference  of  opinion  among  the  commercial  organi- 
zations of  the  country  as  to  whether  or  not  we  should  have  a  trade  accept- 
ance law  of  any  kind,  and  there  has  been  so  little  legislation  on  the  subject, 
it  is  the  judgment  of  your  committee  that  it  is  not  a  subject  for  uniformity 
at  this  time. 

Trade  acceptance  from  a  legal  viewpoint  is  a  somewhat  in- 
volved matter,  and  is  very  broad  in  its  scope,  but  there  is  a 
phase  of  "trade  acceptance"  of  interest  to  the  money-lending 
business,  especially  to  those  identified  with  the  Morris  Plan 
companies,  especially  in  this  State.  These  organizations  have 
developed  a  great  deal  of  business  along  that  line  and  have 
sought  to  a  considerable  extent  to  specialize  in  it,  and  seem  to 
have  met  with  much  success.  It  seems  to  be  more  advan- 
tageous in  the  larger  communities  where  Morris  Plan  companies 
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operate,  and  has  been  definitely  enlarged  so  that  its  scope  covers 
a  variety  of  trade  acceptances. 

The  following  correspondence  is  of  interest  for  more  than  one 
reason,  but  principally  because,  in  the  case  of  Morris  Plan 
companies  and  a  few  trust  companies  which  had  estal)lished 
industrial  departments  and  were  loaning  money  upon  Liberty 
Bonds  in  those  departments,  discounting  at  6  per  cent  with 
weekly  repayments  of  2  per  cent,  the  rate  of  expense  to  the 
borrower  was  13.83  per  cent.  After  considerable  discussion  it 
was  decided  by  this  office,  the  trust  companies  not  desiring  to 
change  their  rate  of  discount,  that  the  situation  would  be  met 
by  reducing  the  final  payment  of  82  on  a  SlOO  loan  to  17  cents, 
which  would  bring  the  expense  to  the  borrower  to  exactly  12 
per  cent.  It  was  subsequently  reported  to  the  office  by  both 
trust  companies  doing  that  class  of  business  and  the  ]\Iorris 
Plan  companies  that  it  had  proved  decidedly  beneficial  to  their 
interests  and  had  awakened  a  high  regard  for  their  methods 
through  the  surprise  given  the  borrower  by  being  informed  that 
his  final  payment  was  SI. 83  less  than  he  expected  it  would  be. 
The  following  correspondence  throws  light  upon  an  interesting 
situation  which  was  finally  settled  to  the  satisfaction  of  all  con- 
cerned. For  obvious  reasons,  a  name  is  substituted  for  tliat  of 
the  borrower. 

Feb.  14.  1919. 

The  Boston  Morris  Plan  Company,  40  Court  Street,  Boston,  Mass. 

Gentlemen: — John  Smith  of  33  Blank  Street,  Boston,  has  com- 
])laincd  to  this  office  that  on  Februarj'-  4  of  the  current  j-car  his  wife 
borrowed  of  j'our  coinixniy  S4.5,  giving  a  LilxMly  Bond  as  security,  on 
which  there  was  discounted  .§2.25,  and  on  which  she  agreed  to  pay  S2 
a  week  until  the  indebtedness  was  caniclcd.  He  states,  furthermore, 
that  six  (lays  later  he  took  up  the  note  and  asked  for  a  rebate,  which  was 
denied  him.  I  liave  written  him  that  loans  on  Liberty  Bonds  are  at  the 
rate  of  i  jut  I'l'nl  pci-  inoiith;  tli;il  h;i(i  you  iii>isl('(l  you  could  h;i\e  held 
his  wife  U)  the  contract  and  have  hcen  eiilillcd  (o  (hat  rate  of  interest; 
but  as  she  only  had  the  money  six  days  the  interest  charge  should  have 
been  1 1  cents,  and  that,  he  is  entitled  to  a  rehate  of  the  dilTcrcnce  l)etw(>eu 
that,  charj!;e  and  the;  amount,  of  the  discount. 

Computation  shows  that  at  the  rate  of  interest  discounted  on  this  loan 
the  rate  per  annum  would  he  272V  pel'  cent.  I  presume  that  Mr.  Smith 
w  ill  cliiiiii  Ills  rcliale. 
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If  the  loan  was  to  have  been  paid  back  in  six  months,  instead  of  a  year, 
21-  per  cent  should  have  been  discounted.  Had  Mrs.  Smith  lived  strictly 
up  to  her  contract,  at  the  end  of  six  months  she  would  have  paid  24.45 
per  cent.  In  order  to  place  loans  on  Liberty  Bonds  on  the  basis  of  1  per 
cent  per  month,  if  the  loan  is  to  be  paid  up  in  six  months,  the  discount 
should  be  21-  per  cent,  instead  of  5  per  cent,  as  in  the  case  of  Mrs.  Smith. 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

Feb.  14,  1919. 
Mr.  John  Smith,  33  Blank  Street,  Boston,  Mass. 

Dear  Sir:  —  Your  letter  relative  to  a  loan  made  by  your  wife  Feb. 
4,  1919,  of  $45,  upon  which  a  Liberty  Bond  was  given  as  security,  and 
statement  relative  to  the  interest  charged  thereon,  received. 

The  rule  of  this  office  is  that  but  1  per  cent  per  month  can  be  charged 
where  a  Liberty  Bond  is  taken  as  security,  which  in  this  case  would 
amount  to  11  cents. 

The  contract  called  for  the  loan  of  the  money,  according  to  your  letter, 
for  twenty-three  weeks,  and  the  Boston  Morris  Plan  Company  could 
legally  have  declined  to  accept  the  money  at  the  time  you  offered  it,  and 
held  your  wife  to  the  contract  of  paying  $2  a  week  until  the  indebtedness 
was  canceled.  The  license  of  the  Boston  Morris  Plan  Company  permits 
it  to  charge  at  the  rate  of  3  per  cent  per  month  on  all  loans  of  $300 
and  less,  with  the  exception  of  those  where  Liberty  Bonds  are  given  as 
security. 

As  the  company  accepted  your  money,  and  did  not  hold  you  to  the 
contract,  you  are  entitled  to  a  rebate  of  the  difference  between  what  you 
paid  and  what  you  should  have  paid. 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

Boston,  Mass.,  Feb.  17,  1919. 

Mr.  Frank  H.  Pope,  Room  ^21,  State  House,  Boston,  Mass. 

Dear  Mr.  Pope  :  —  I  have  your  letter  of  the  14th,  with  reference  to 
one  John  Smith. 

I  do  not  understand  exactly  what  your  wishes  are  with  reference  to  the 
limitation  of  2-2-  per  cent  on  Liberty  Bond  loans. 

If  I  understand  your  ruling  to  be  that  we  are  not  to  charge  but  5  per 
cent  discount  on  a  loan  secured  by  a  Liberty  Bond,  such  a  ruling  would, 
of  course,  make  it  impossible  for  us  to  handle  this  business,  and  relieve 
us  of  detail  which  we  maintain  purely  for  patriotic  purposes.  We  have 
not  handled  a  sufficient  volume  of  this  business  to  make  any  of  it  profitable. 
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but  I  can  readily  understand  j'our  desire  to  see  that  the  customers  are 
charged  the  minimum  rate. 

]\Iay  I  ask  that  you  give  me  a  little  bit  more  definitely  your  \A-ishes 
vath.  reference  to  this  limitation. 

Assuring  you  of  our  desire  to  meet  your  everj'  request,  I  remain 

Yours  verj^  trul}', 

P.   S.   COTTEX, 

Vice-President  and  Treasurer. 

Feb.  is,  1919. 

Mr.  Preston  S.  Cottex,  The  Boston  Morris  Plan  Company,  40  Court 

Street,  Boston. 
Dear  jNIr.  Gotten:  ^ — In  replj'^  to  your  letter  of  February  17,  will 
saj'  that  on  Dec.  12,  1917,  the  following  order  was  issued  b}'  this  office:  — 

No  licensed  money  lender  shall  make  a  loan  where  a  Liberty  Loan  Bond  is 
given  for  security  where  the  interest  charged  the  borrower  shall  be  in  excess  of 
1  per  cent  per  month. 

Discounting  at  6  per  cent,  with  2  per  cent  weekly  repaAnnents,  amounts 
to  13.83  per  cent;  therefore,  the  final  payment  instead  of  being  S2  on 
$100  should  be  17  cents,  which  makes  the  interest  on  the  loan  exactly 
12  per  cent  per  annum. 

By  discounting  at  5  per  cent,  -with  2  per  cent  wccldy  repayments,  the 
interest  charged  is  11.3  per  annum.  Upon  complaint  of  the  Morris  Plan 
companies  that  certain  trust  companies  were  using  practically  the  Morris 
Plan  methods,  and  discounting  at  6  per  cent,  this  office  notified  them 
that  on  $100,  with  2  per  cent  weekly  repayment,  the  amount  of  interest 
charged  was  13.83  per  cent,  and  thej^  were  notified  that  there  were  two 
methods  by  which  the  expense  to  the  borrower  could  be  brought  within 
the  12  per  cent  limit.  The  first  was  to  loan  on  a  five  per  cent  basis,  the 
other,  on  a  G  per  cent  basis.  In  each  case  tlie  _  per  crnl  reiiaymcnts 
should  be  continued  for  fifty  weeks,  but  where  G  jicr  cent  was  deducted 
the  final  i^ayment  should  be  17  cents,  which  would  make  the  interest 
rate  exactly  12  per  cent. 

In  the  case  of  John  Smith,  5  per  cent  was  discounted  with  weekly  re- 
jKiyiiients  to  be  4  j)er  cent,  which  would  make  tlie  interest  '2\An  i)er  cent. 
Had  Mr.  Smith  continued  ])ayinK  (he  loan  as  piT  the  (■(•iitract,  the  loan 
^  would  liavc  been  entirely  paid  up  in  tweiil y-li\e  weeUs,  anil  tlir  iiiten^st 
charge  wiiiild  have  been  24.45  i)er  cent.  If,  in  tiio  case  of  a  |5()  lean,  re- 
piiyments  are  to  be  at  the  lalc  nf  1  |)ci-  ((111,  or  .S'2  weekly,  in  order  to 
keep  the  iiiten^st  rate  witliin  I  lie  I'J  per  cent  liiiiil,  2'  per  cent  is  the  dis- 
cnuiil   I'ate. 

'I'ruslinji;  dial   this  will  clarify  (lie  sitiiatimi,  1  am 

\'(iurs  truly, 

pjtANK  II.  Pope, 
S^l])crvisor  of  Loan  Agencies. 
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Boston,  Mass.,  Feb.  18,  1919. 

Mr.  Frank  H.  Pope,  State  House,  Boston,  Mass. 

Dear  Mr.  Pope  :  —  We  have  to-day  received  from  Mr.  John  Smith, 
Blank  Street,  Boston,  a  copy  of  letter  which  you  recently  mailed  to  him. 

It  appears  that  by  your  ruling  in  his  case  we  are  required  to  make  him 
a  $45  loan  for  an  indefinite  period,  —  furnish  the  money,  stationery,  time 
and  labor  incident  to  the  transaction,  and,  then,  because  of  an  inex- 
perienced teller  accepting  his  money  when  he  came  in,  at  his  arbitrary 
demand  we  are  to  return  all  of  the  cash  involved,  less  11  cents. 

With  your  familiarity  with  a  transaction  of  this  kind,  you,  of  course, 
know  that  the  paper  alone  in  this  transaction  cost  more  than  11  cents, 
and  if,  after  further  consideration,  you  stiU  think  that  we  should  return  to 
this  man  all  but  the  11  cents,  we  shall,  of  course,  return  the  entire  amount, 
and,  as  stated  yesterday  in  my  letter  to  you,  shall  discontinue  this  work. 

If  the  State  and  national  authorities  have  no  desire  to  make  it  possible 
for  owners  of  these  who  want  to  borrow  on  them  to  do  so  with  a  small 
profit  to  the  lending  concern,  then,  surely,  we  cannot  be  blamed  if  we 
prefer  to  discontinue  any  such  transactions. 

Mr.  Smith  came  into  our  offices  when  I  was  out  and  also  my  assistant, 

and  in  a  very  loud,  disagreeable  and  discourteous  manner  told  Mrs. , 

our  cashier,  that  we  were  deceiving  the  public,  running  a  loan  shark 
office,  —  and  that  he  proposed  to  "show  us  up."  The  safest  way  to 
avoid  any  repetition  of  this  appears  to  me  would  be  to  refuse  any  further 
small  loan  transactions  of  this  nature. 

May  I  have  your  final  conclusions  in  this  matter,  and  oblige 

Yours  very  truly, 

P.  S.  Gotten, 
Vice-President  and  Treasurer. 

Feb.  19,  1919. 

Preston  S.  Gotten,  Esq.,  Boston  Morris  Plan  Compamj,  40  Court  Street,. 

Boston. 

Dear  Mr.  Gotten:  —  Your  letter  of  yesterday  relative  to  the  Smith 
case  received. 

There  were,  it  seems  to  me,  two  exceptional  features  in  the  Smith 
case:  one  was  that  the  loan  was  made  on  a  Liberty  Bond  where  the 
interest  allowed  is  but  1  per  cent  per  month;  the  other,  that  your  com- 
pany did  not  take  advantage  of  its  right  to  hold  Mr.  Smith  to  his  con- 
tract and  compel  him  to  make  his  payments  as  agreed  until  the  amount 
of  the  debt  was  canceled;  instead,  he  paid  his  obligation  in  six  days,  and 
under  a  ruling  of  the  Attorney-General  your  company  was  entitled  to 
interest  for  that  six  days  only,  which,  as  I  stated  in  a  previous  letter,  was 
11  cents. 

True,  that  may  not,  as  you  say,  cover  the  cost  of  stationery,  time  and 
labor  incident  to  the  transaction,  which,  of  course,  does  not  enter  as  a. 
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factor  in  the  case,  in  view  of  the  law  and  the  1  per  cent  rule  relative  to 
money  loaned  on  Liberty  Bonds,  which  controls  the  situation. 

The  Attorney-General  in  a  decision  rendered  this  office  Jan.  24,  1918, 
a  cop}'  of  which  was  sent  to  everj^  licensed  money  lender  in  the  State, 
stated  that  a  lender  could  not  collect  interest  for  the  full  time  for  which 
a  note  was  given  pro\-ided  he  accepted  the  amount  of  the  indebtedness 
prior  to  that  time.  The  decision  expresslj'  stated  that  if  the  lender  de- 
sired to  get  the  rate  of  interest  which  was  agreed  upon  for  the  entire  time 
the  note  should  be  continued  for  that  time. 

In  this  case,  the  difficult}^  seems  to  have  been  caused  by  j'our  "in- 
e.vperienced  teller,"  who  accepted  the  money  of  j-our  cUent;  whereas, 
she  could  legally  ha"\-e  held  him  to  the  contract,  thereby  receiving  the 
rate  of  interest  which  was  agreed  upon  when  the  loan  was  made. 

I  cannot  see  any  other  wa}'  to  meet  the  legal  requirements  than  your 
acceptance  of  the  11  cents  interest  for  the  sLx  daj's'  use  of  the  money. 
Of  course  repetitions  of  such  a  situation  can  be  avoided  bj'-  seeing  that 
the  contract  as  originally  made  is  carried  into  effect. 

Yours  truh', 

FiL^xK  H.  Pope, 
Supervisor  of  Loan  Agencies. 

Feb.  20,  1919. 
Mr.  John  Smith,  33  Blank  Street,  Boston,  Mass. 

De.\ii  Sir:  —  This  office  received  a  letter  from  the  Boston  ^lorris 
Plan  Company  relative  to  the  subject-matter  under  consideration,  and 
in  reply  I  simpl}^  re-emphasized  what  I  said  before,  that  it  was  entitled 
to  11  cents  interest  on  the  loan  for  the  length  of  time  it  was  outstanding. 
Mr.  Gotten  informed  me  that  the  settlement  was  effected  by  an  in- 
experienced teller.  I  assume  he  meant  that  an  experienced  clerk  would 
probably  have  held  you  to  the  contract,  w hich  was  to  use  the  monej'  for 
a  specified  time  and  pay  interest  thoroon. 

Yours  truly, 

Fr-vnk  H.  Pope, 
Supervisor  of  Loan  Agencies. 

DiNKiis  Matters. 

Tlic  follow  iiit,^  is  s('lf-('X|)lanatory :  — 

The  Nkw  England  A.ssociation  of  Mouuis  Plan  Bankkus, 
LowKLL,   Mass..  Jan.   10,   1920. 

Mr.  Fk.vnk  II.  Poi'E,  Supervisor  of  Loan  Agencies,  Stale  House,  Boston, 

Mass. 
Dkau  Sm:  —  I  have  been  inslructod  by  vote  of  the  Massachusetts 
brniu-li  of  the  New  lOngland  Association  of  Morris  Plan  i^ankors  to  con- 
vey to  you  the  ap])reciation  of  tlit>  inciubcrs  for  your  kind  (•()-op(>ra(ion 
during  the  i)ast  year. 
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Without  exception  the  members  appreciate  the  fair  and  obHging  deahngs 
with  your  office  and  I  want  to  assure  you  of  our  continued  co-operation. 
With  kindest  personal  regards,  I  am 

Respectfully  yours, 

John  H.  Murphy, 

President. 

In  the  early  part  of  March,  1919,  there  were  arrested  several 
persons  for  complicity  in  the  robbing  and  shooting,  in  Everett, 
of  Paymaster  Frank  R.  Brown  of  the  General  Electric  Company. 
Among  those  involved  was  Charles  S.  Whittemore,  auditor  of 
the  General  Electric  Light  Plant  in  Lynn,  who  was  later 
sentenced  for  his  part  in  the  affair.  In  an  account  of  the  details 
of  the  robbery  and  shooting,  which  were  printed  the  10th  of  last 
March,  it  was  declared:  "Whittemore  claims  that  for  weeks 
before  the  holdup,  he  had  been  driven  nearly  desperate  by  the 
demands  of  loan  sharks  to  whom  he  w^as  deeply  indebted,  and 
who  warned  him  that  if  he  did  not  '  get  in '  on  the  robbery  of 
Browm  and  square  up  with  them  out  of  his  share  of  the  loot, 
they  w^ould  expose  him  to  the  officials  of  the  General  Electric 
Company,"  where  he  had  been  auditor  for  many  years  and 
implicitly  trusted.  The  printing  of  that  article  prompted  an 
immediate  investigation  by  this  department.  The  Supervisor 
interpreted  it  to  mean  that  certain  "loan  sharks,"  or  unlicensed 
money  lenders  with  whom  Whittemore  might  have  been  dealing, 
had  been  crowding  him  for  a  settlement  of  their  claims.  It  was 
impossible  to  understand  how  they  could  have  "w^arned"  him 
about  the  necessity  of  "getting  in"  unless  they  knew  that  there 
was  premeditated  an  attack  upon  Brown,  and  if  so,  they  were 
accessories  before  the  fact.  There  was  but  one  person  known 
from  w^hom  information  could  be  obtained,  and  that  w'as  Mr, 
Whittemore,  who  was  then  incarcerated  in  the  Cambridge  jail. 

By  permission  of  the  office  of  the  district  attorney,  the  Super- . 
visor  was  granted  an  interview  with  Mr.  W^hittemore,  who, 
when  the  newspaper  statement  was  brought  to  his  attention, 
declared  that  it  was  fiction,  pure  and  simple;  that  there  was  no 
foundation  for  it  whatever;  that  there  were  but  three  money 
lenders  with  whom  he  had  dealings,  each  of  whom  was  licensed. 
He  said  the  lenders  w^ere  the  Maiden  Morris  Plan  Company, 
the  Chattel  Loan  Company,  and  Foley  &  Co.,  of  Boston.  The 
offices  of  the  lenders  were  visited  by  the  Supervisor  for  the 
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purpose  of  ascertaining  the  nature  of  Mr.  Whittemore's  trans- 
actions with  them.  With  the  ^lahk^i  Morris  Plan  Company, 
he  had  one  loan  of  SlOO,  made  March  2.3,  1918,  on  which  STS 
had  been  paid;  another  of  $100,  made  Nov.  6,  1918,  on  which 
S30  had  been  paid;  another  of  §45,  made  Oct.  25,  1918,  on 
which  a  Liberty  Bond  was  given  as  security,  on  which  SI 7  had 
been  paid.  It  was  said  at  the  office  of  the  company  that  ]Mr. 
Whittemore  had  made  his  payments  promptly  without  being 
dunned,  and  that  ]Mf.  Brown,  the  paymaster  of  the  General 
Electric,  and  ]\Ir.  Hudson,  superintendent  of  the  General  Elec- 
tric, were  co-makers  on  the  first  loan;  that  on  the  second  loan, 
Mr.  Hudson  with  two  other  employees  of  the  General  Electric 
were  co-makers.  The  clerk  in  the  office  said  that  Mr.  AYhitte- 
more  insisted  that  his  wife  did  not  know  of  his  transactions,  but 
the  night  before  his  daughter  had  called  up  the  Maiden  ]\Iorris 
Plan  Company  and  said  that  she  would  call  there  immediately 
and  settle  his  account.  At  the  office  of  Foley  &  Co.,  it  Avas 
learned  that  Mr.  Whittemore  had  a  $33  loan  which  he  had 
been  renewing  for  some  time  every  three  or  four  montlis.  It 
was  stated  that  he  would  make  a  payment  of  $3  every  two  or 
three  weeks  on  the  account,  and,  when  there  was  a  balance  of 
about  $20,  he  would  pay  the  amount  and  borrow  S33  again. 
The  last  note  was  signed  Feb.  10,  1919,  and  no  payments  had 
then  been  made  ujjon  it.  At  the  office  of  the  (^hattcl  Loan 
Com])any,  it  was  found  that  June  15,  191S,  and  June  27,  191 S, 
he  made  a  loan  of  SlO  on  (>a('li  date.  Tic  ])aid  his  interest  regu- 
larly uj)  to  Feb.  12,  1919.  On  that  day  the  two  SlO  loans  were 
amalgamated  into  a  $20  loan.  A  representative  of  the  company 
said  it  was  perfectly  willing  to  return  the  note  to  Mrs.  Whitte- 
more on  a])))lication,  as  the  office  made  a  ])ractice  of  not  enforc- 
ing the  ])aynicnt  of  notes  when  llic  niiilsci'  was  in  siM'lons  troubl(>. 
It  was  affirmed  in  each  oflie(>  tiiat  Mr.  \Vhittemore  had  been 
so  prompt  in  his  |)aynicnts  that  there  had  \h'vu  no  necessity 
even  of  ihniiiini:;  him.  \\h('thci'  there  wvvr  h-iuJers  aside  from 
those  licensed  with  whom  Mr.  Whitteniore  Iiad  deahngs.  he  did 
not  state,  but  it  afteruard  dcA'cloped  tl)al  lie  liad  bei'U  in  elose 
association  with  "rocd"  liennett.  who  h.id  the  re])utation  of 
being  :i  money  Icinh'r,  |(>;iniiiu'  in  lai'ger  iimonnts  lh;in  those 
sui)ervised,   and    if  theic   w;is  any   fonmhitiou   whale\'er   foi"   the 
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published  article,  which  Mr,  Whittemore  said  there  was  not,  it 
was  through  such  a  source  that  he  may  have  been  "driven 
nearly  desperate."  The  published  article  was  regarded  by  the 
licensed  money  lenders  as  a  severe  reflection  upon  them, 
appreciating  that  the  public  would  be  likely  to  associate  them 
with  the  adverse  criticism  for  which,  however,  there  was  no 
justification  so  far  as  the  licensed  offices  were  concerned  with 
which  Mr.  Whittemore  had  been  doing  business. 

At  a  hearing  held  by  the  committee  on  education  in  the  early 
part  of  the  session  of  the  Legislature  in  1919,  relative  to  in- 
creased pay  of  school  teachers.  Commissioner  of  Education 
Payson  Smith  stated  that  school  teachers  in  Massachusetts 
were  victims  of  money  lenders.  The  assertion  was  published  in 
the  new^spapers,  and  evidently  the  story  was  widely  circulated, 
in  view  of  the  number  of  inquiries  which  came  to  this  office 
from  persons  living  within  and  without  the  State.  Commis- 
sioner Smith  referred  to  the  fact  that  there  was  considerable 
circularization  on  the  part  of  the  money  lender  to  whom  he 
referred.  Newspaper  comments  made  it  appear  that  school 
teachers  were  being  victimized  by  certain  money  lenders,  the 
result  of  the  statement  of  the  Commissioner  of  Education.  The 
matter  was  investigated  by  this  department  and  it  was  found 
that  a  school  teacher  sought  to  borrow  money  at  the  Providence 
office  of  a  Massachusetts  money  lender  who  was  licensed  to  do 
business  in  this  State,  but  the  advertising  matter  was  sent  from 
the  Rhode  Island  office  where  all  loans  based  upon  that  adver- 
tising were  made,  and  it  had  no  connection  with  the  Massa- 
chusetts office.  It  was  learned,  furthermore,  that  the  answers 
of  the  would-be  borrower  upon  the  application  paper  were  not 
satisfactory  and  that  a  loan  to  the  applicant  had  not  been  made 
up  to  that  time.  Commissioner  Smith  said  that  he  would  seek 
to  have  the  teacher  in  question  visit  this  office  that  further 
inquiries  might  be  made,  but  no  opportunity  was  given  for 
further  investigation, 

A  matter  which  has  been  somewhat  puzzling  to  licensed 
money  lenders  has  been  the  seeming  discrepancy  between  a 
ruling  of  the  Tax  Department  and  the  law  creating  the  office  of 
the  Supervisor  of  Loan  Agencies,  The  ruling  of  Deputy  Com- 
missioner  Bond   w^as   to   the   effect   that   the   licensed    money 
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lender  must  pay  a  tax  on  his  entire  income;  that  he  is  not  en- 
titled to  any  exemptions  on  account  of  the  cost  of  conducting 
his  business  because  that  in  which  he  was  engaged  was  not 
recognized  by  the  commissioner  as  a  "business,"  and  yet  section 
17  of  chapter  727,  Acts  of  1911,  as  amended,  declares:  — 

Whoever  not  being  duly  licensed  as  provided  in  this  act,  on  his  on^ti 
account  or  on  account  of  anj'  other  person,  partnership,  corporation  or 
association  not  so  licensed,  engages  in  or  carries  on,  dii-ectl}'  or  indirect!}', 
either  separately'  or  in  connection  with,  or  as  a  part  of  any  other  business, 
the  business  of  making  loans  or  buA-ing  notes  or  furnishing  endorsements 
or  guarantees,  to  which  the  provisions  of  this  act  apph',  shall  be  punished 
by  a  fine  of  not  more  than  five  hundred  dollars,  or  bj'  imprisonment  for 
not  more  than  sixty  daj's,  or  bj'  both  such  fine  and  imprisonment.  And 
an}'  loan  made  or  note  purchased,  or  endorsement  or  guarantee  furnished 
by  an  unlicensed  person,  partnership,  corporation  or  association  in  viola- 
tion of  this  act  shall  be  void. 

In  prosecutions  under  this  act  the  fact  that  the  defendant  has  made 
or  assisted  in  the  making  of  two  or  more  loans  of  three  hundred  dollars 
or  less  upon  which  there  has  directlj'  or  indirect!}'  been  paid  or  charged 
for  interest,  brokerage,  recording  fees,  commissions,  services,  e.xtension 
of  loan,  forbearance  to  enforce  pa}'ment,  or  other  expenses,  a  sum  which 
exceeds  in  the  aggregate  an  amount  equivalent  to  twelve  per  cent  per 
annum  upon  the  amount  actually  received  by  the  borrower  whether 
such  sum  has  been  paid  to  or  charged  by  the  defendant  or  paid  to  or 
charged  by  any  other  person,  partnership,  corporation  or  association, 
shall  be  prima  facie  evidence  that  the  defendant  has  engaged  in  and 
carried  on  the  business  of  making  loans  to  which  tlie  provisions  of  this 
act  apply. 

One  of  the  Icadini;-  nionc}-  lenders  of  the  State  rendered  his 
report  to  the  United  States  government  in  accordance  with  the 
view  of  tlie  State  of  Massacliusetts  tliat  +he  loan  business  is  not 
a  "business,"  and  an  internal  revenue  officer,  niioii  an  examina- 
tion of  the  accounts  of  the  U'IkKt.  took  exceptions  to  the  ^  iew 
of  tlie  State  and  said  that  it  was  a  business  and  was  subject  to 
an  excess  war  ])rofit  tax  of  (>  i)er  cent  on  the  net  riM'eijits,  this 
bein;,'  in  direcl  coiil  r.-idid  ion  ol'  I  lie  \  iew  l:iken  I>y  the  State; 
tiierefore,  the  State  and  the  Nation  are  at  \ariaiice  iipoii  this 
])oint.  'V]\r  State  sa}s  that  it  is  not  a  business  and  le\  ies  a  tax 
of  (■»  ])er  cent  on  the  ^ross  receipts;  the  I  iiitetl  States  says 
it  is  a  business  and  lc\  ies  a  tax  of  (i  per  cent  njioii  the  net 
receipts. 
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The  Chattel  Loan  Company,  a  chartered  concern,  which  was 
the  largest  money-lending  organization  in  the  State  under  the 
jurisdiction  of  this  department,  aside  from  The  Boston  Morris 
Plan  Company,  was  chartered  by  the  Legislature  in  1907  and 
continued  doing  business  in  Boston  about  six  years  when  it 
ceased  to  make  loans  until  1917,  when  it  resumed  and  continued 
to  do  business  until  the  latter  part  of  November,  1919.  Its 
charter  provided  that  it  could  charge  but  1^  per  cent  interest, 
and  one  of  the  reasons  for  its  again  retiring  was  its  decision  that 
that  rate  was  too  low  on  loans  above  $300.  When  the  Chattel 
Loan  Company  revived  about  three  years  ago,  it  took  over  the 
business  of  several  money  lenders  who  had  been  in  the  business 
a  number  of  years,  and  which  were  absorbed  by  the  Chattel 
Loan  Company.  Those  formerly  interested  in  those  companies, 
and  afterward  identified  with  the  Chattel  Loan  Company, 
organized  a  new  company  called  the  Security  Loan  Association, 
Incorporated,  which  applied  for  and  received  a  license;  so  that 
from  a  strictly  practical  viewpoint  it  was  really  a  continuation 
of  the  business  of  the  Chattel  Loan  Company,  but  through  a 
new  and  distinct  organization.  The  change  was  suggested  to 
this  office  and  readily  sanctioned  because  under  the  new  order  of 
things  it  brought  the  new  concern  more  directly  under  the 
jurisdiction  of  this  department.  The  Chattel  Loan  Company 
being  a  chartered  organization,  the  charter  being  granted  by  the 
Legislature,  supervision  consisted  in  rendering  such  reports  as 
were  called  for  and  compliance  with  the  rules  of  the  depart- 
ment, but  there  was  no  way  by  which  the  charter  could  be  sus- 
pended or  revoked  by  the  Supervisor  if  desired,  for  revocation 
rested  entirely  with  the  Legislature;  but  under  the  new  order, 
the  Supervisor  can,  as  in  the  case  of  all  other  licensed  lenders, 
in  case  the  situation,  in  his  judgment,  should  demand  it,  sus- 
pend or  revoke  a  license. 

During  the  year  there  were  several  inquiries  respecting 
voluntary  associations,  where  a  group  of  individuals  desired  to 
form  a  money-lending  association,  the  capital  to  be  furnished 
by  members  of  the  association.  On  that  point  the  inquirers 
agreed,  but  some  of  them  stated  that  the  associations  which 
they  had  in  mind  purposed  lending  money  only  to  its  member- 
ship,   w^hile   others   desire   to    loan   outside   of   the   association 
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membership.  They  were  notified  that  an  association  where  the 
members  provided  capital  to  be  loaned  only  to  members  could 
do  so  with  impunity,  but  should  money  be  loaned  outside  of 
the  membership  where  the  expense  involved  to  the  borrower 
would  be  in  excess  of  12  per  cent  per  annum,  they  would  be  re- 
garded as  being  engaged  in  the  business  of  making  small  loans 
and  must  be  licensed.  Those  contemplating  loaning  outside  the 
membership  list  immediately  dropped  that  idea  and  an%Dunced 
that  business  would  be  confined  strictly  to  members.  Of  that 
class  of  associations,  there  are  a  goodly  number  doing  business 
in  the  State,  and  there  has  been  a  belief  upon  the  part  of  many 
that  such  associations  should  be  under  supervision.  That  they 
are  not  is  due  to  a  ruling  of  the  Attorney-General's  Depart- 
ment, which  said  that  where  their  business  was  confined  to  the 
membership  there  was  not  a  violation  of  the  law.  An  eft'ort 
was  made  a  year  ago  upon  the  part  of  individuals  who  became 
interested  in  the  situation  to  have  supervision  apply  to  such 
associations,  and  a  bill  to  that  effect  was  introduced  into  the 
Legislature,  but  the  viewpoint  of  those  seeking  such  supervision 
was  not  seconded  by  the  Legislature,  which  declined  to  enact 
the  desired  law.  Some  of  the  associations  have  a  method  of 
fining  those  delinquent  in  making  their  payments,  and  in  one 
instance,  at  least,  the  records  show  that  the  expense  to  borrow- 
ers has  been  as  high  as  GO  per  cent  per  year,  to  which,  for  some 
reason,  the  lawmakers  did  not  object,  presumably  considering 
the  fact  that  the  associations  were  not  organized  i^riniarily  for 
the  purpose  of  making  money  but  with  tiie  intention  of  seeking 
to  meet  the  financial  needs  of  those  sufficiently  interested  tt) 
become  identified  with  the  association,  thus  opening  u]^  to  them 
a  source  for  receiving  accommodation  without  making  applica- 
tion to  licensed  ln()^('^■  lenders. 
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Loan  Agencies  doing  Secured  Business  Outside  of  Boston. 


Working 

Capital 

Dec.  31, 

1919. 

Loans 
outstand- 
ing Dec. 
31,  1919. 

Loans 

made  from 

Jan.  1,  to 

Dec.  31, 

1919. 

Interest 
from  Jan. 
1  to  Dec. 
31,  1919. 

Net 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1919. 

Salaries 
paid  from 
Jan.  1  to 
Dec.  31, 
1919. 

Losses 
charged 
off  from 
Jan.  1  to 
Dec.  31, 
1919. 

Net 
Income. 

$90,000  00 
5,300  00 
8,000  00 
7,000  00 
12,415  99 
28,700  00 
3,206  05 
3,000  00 

$100,812  14 
4,654  69 
21,044  23 
13,580  73 
5,865  33 
32,828  68 
2,078  12 
6,202  58 

$65,845  26 
2,890  00 
5,532  00 
690  00 
6,695  00 
28,369  00 
2,517  80 
6,337  00 

$23,859  35 
1,583  69 
3,527  58 
3,752  31 
3,086  22 
7,142  98 
364  20 
1,523  63 

$6,204  74 

959  00 

1,409  15 

2,731  91 

1,412  43 

2,547  75 

156  95 

640  96 

$2,630  00 

None 

1,200  00 

None 
None 
1,750  00 
None 
240  00 

$778  92 
None 
None 
None 
None 
146  71 
None 
None 

$14,245  69 

624  69 

918  43 

1,020  40 

1,673  79 

2,698  52 

207  25 

642  67 

$157,622  04 

$187,066  50 

$118,876  06 

$44,839  96 

$16,062  89 

$5,820  00 

$925  63 

$22,031  44 

Loan  Agencies  in  Boston  doing  Secured  Business. 


Working 

Capital 

Dec.  31, 

1919. 

Loans 
outstand- 
ing Dec. 
31,  1919. 

Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1919. 

Interest 
from  Jan. 
1  to  Dec. 
31,  1919. 

Net 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1919. 

Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1919. 

Losses 
charged 
off  from 
Jan.  1  to 
Dec.  31, 
1919. 

Net 
Income. 

$125,000  00 

$220,121  89 

$186,278  55 

$25,949  24 

$18,416  71 

$6,420  78 

$438  17 

$673  58 

25,800  00 

26,215  66 

27,967  69 

9,440  23 

3,700  97 

4,750  00 

544  49 

444  77 

37,000  00 

27,641  56 

44,409  50 

9,792  12 

5,576  05 

3,300  00 

68  03 

848  04 

25,000  00 

25,380  46 

31,918  58 

6,926  29 

3,805  00 

2,600  00 

26  97 

494  32 

47,000  00 

52,440  69 

48,973  70 

17,604  06 

8,371  60 

5,645  00 

465  98 

3,121  48 

21,486  45 

7,673  89 

11,643  40 

2,198  63 

1,625  95 

1,525  00 

75  92 

1,028  24' 

22,038  86 

21,355  06 

7,158  44 

4,412  39 

1,992  59 

None 

None 

2,419  80 

19,500  00 

15,136  55 

12,490  72 

5,734  32 

4,892  27 

1,650  00 

70  50 

878  451 

21,000  00 

20,645  02 

19,473  00 

1,971  60 

587  28 

None 

860  75 

523  57 

3,530  00 

3,086  57 

2,860  00 

491  04 

379  15 

None 

None 

111  89 

$347,355  31 

$419,697  35 

3393,173  58 

$84,519  92 

$49,347  57 

$25,890  78 

$2,550  81 

$6,730  76 

1  Deficit. 
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Loan  Agencies  in  Boston  doing  both  Secured  and  Unsecured  Business. 


Working 

Capital 

Dec.  31, 

1919. 


Loans 

out- 
standing 
Dec.  31, 

1919. 


Loans 

made  from 

Jan.  1  to 

Dee.  31, 

1919. 

Interest 

from 
Jan.  1  to 

Dec.  31, 
1919. 

[  $2,932  00 

$83129 

[  37,828  50 

10,429  81 

[      319  00 
[  12,320  98 

9187 

3,767  03 

323  41 

40  16" 

4,680  07 

926  46 

6,385  00 

398  74 

4,360  24 

595  15 

48,424  28 

1,533  54 

12,613  62 

873  20 

Xet 


Losses 


Expenses  ^lij-^^ichaxged 


from 
Jan.  1  to 
Dec.  31, 

1919. 


Jan.  1  to 

Dec.  31, 

1919. 


off  from 
Jan.  1 
to  Dec. 
31,  1919. 


Net 
Income. 


S.34,500  00 


20,515  00 


3,000  00 


15,481  00 


20,000  00 


§34,229  42 

19,074  03 

184  20 
4,777  34 
1,829  76 
1,485  06 
10,258  95 
2,041  34 


$380  55 

4,647  07 

329  78 

3,747  18 

73  90 

1,015  60 

1,129  45 

1,268  11 

706  71 

437  20 


$459  50 

4,233  75 
145  00 

1,935  00 
105  00 

2,295  00 
630  00 
370  00 
712  98 
349  40 


$3134 
630  20 
None 
None 
8  63 
None 
638  70 
115  00 
674  85 
None 


$40  10'  Unsecured. 

918  79  I  Secured. 

382  91''  Unsecured. 
I 
1,915  15'  Secured. 


147  37' 
2,384  14' 
1,999  411 
1,157  96' 

561  00' 
86  60 


Unsecured. 

Secured. 

Unsecured. 

Secured. 

Unsecured. 

Secured. 


Deficit. 


The  foregoing  figures,  where  deficits  are  recorded,  are  in  con- 
nection with  that  part  of  the  business  representing  loans  of 
$300  or  less,  all  computations  being  based  on  the  pro  rata  basis. 
There  are  difFerent  reasons  for  such  deficits:  first,  the  allowed 
rate  of  interest,  which  certain  lenders  assert  is  not  sufficient  to 
make  the  business  a  paying  one  so  far  as  concerns  that  phase  of 
the  business  under  supervision;  another  reason,  undoubtedly, 
relative  to  secured  business  of  S3(K)  and  less,  —  is  the  expense 
of  recording  mortgages,  which,  under  the  existing  law,  falls 
upoii  the  IcikIci-.  In  a  case  where  a  mortgage  has  to  be  twice 
recorded  there  is  a  payment  of  at  least  SI. 50,  and  on  a  S,")!)  loan 
the  cost  of  recording  would  cancel  the  interest  for  one  month; 
therefor(\  lenders  declare  it  is  no  object  to  make  secured  loans 
for  that  aiiKiiiiit  or  le-s,  and  some  make  tlie  ininiinnm  loan 
SlOO.  This  has  i)n)ved  to  be  a  hardship  in  niany  cases  to 
persons  desiring  to  borrow  8.')()  or  87.")  on  a  chattel  niongage  for 
a  liiiiil(il  lime  in  oi'iler  li>  meet  a  pressing  ijemaiid,  for  they 
could  not  be  uccomiiKHJateil  unless  they  borrowed  an  amount 
largel\-  in  exeess  of  what  the  iieeessit\-  demanded.  Still  another 
reason  for  deficits  in  the  imsecnred  small  loans  di\ision  ot  the 
business  is  the  increased  wage  recei\cd  by  t'nrmer  borrowers  and 
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the  enactment  of  the  prohibition  law.  The  effect  of  the  latter 
is  felt  by  those  who  have  heretofore  rather  specialized  on  what 
is  termed  "$5's  and  $10's,"  but  the  lack  of  demand  for  loans 
in  such  small  amounts  has  changed  the  method  of  those 
formerly  doing  that  class  of  business.  They  are  seeking 
customers  desiring  larger  amounts,  and  where  they  have  hereto- 
fore engaged  in  the  unsecured  business  wholly,  have  branched 
out  into  a  mixed  business,  making  loans  with  and  without  se-' 
curity,  or  are  now  engaged  in  secured  business  exclusively. 

FRANK  H.  POPE, 

Supervisor  of  Loan  Agencies. 
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ANNUAL  REPORTS  OF  CHARTERED 
COMPANIES. 


Collateral  Loax  Compaxi'. 
Loans  outstanding  Sept.  30,  1919, 
Assets,  .... 
Amount  of  loans  made, 
Number  of  loans  made, 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan, 

Total  income, 
Total  expense, 

In  favor  of  income, 

Expenses  itemized :  — 

Salaries,    .... 

Wages,      .... 

Taxes,       .... 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons. 
Average  salary  per  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year, 

WonKINGMEN'S    Lo.VN   ASSOCLVTIOX 

Loans  outstanding  Sept.  30,  1919, 

Assets, 

Amount  of  loans  made, 
Numljor  of  loan.s  made. 
Average  size  of  loan,  . 
Average  income  of  loan, 
A\'cragf'  cost  of  loan, 

'I'otal  iiicoiiic, 
Total  expense, 


In  f: 


)f  in 


81,145,289  72 

81,529,351  73 

82,744,607  S2 

79,116 

S34  68 

81  91 

81  90 

8151,413  20 
150,098  56 

81,314  64 


812,700  00 

814,748  20 

834,729  96 

882,794  25 

$5,126  15 

3 

84,233  33 

20 

8737  41 


8215,059  S4 

8277,990  50 

8177.271  12 

2,053 

8S6  35 

815  92 

SI 5  79 

832,680  84 
32,409  63 

.'S271   21 


1920. 
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Expenses  itemized : 

Rent, . 

Salaries,     . 

Wages, 

Taxes, 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons, 
Average  salary  per  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year, 


Chattel  Loan  Company 
Loans  outstanding  Sept.  30,' 1919, 
Assets,  .... 
Amount  of  loans  made, 
Number  of  loans  made. 
Average  size  of  loan,  . 
Average  income  of  loan. 
Average  cost  of  loan. 


Total  income. 
Total  expense, 

Deficiency  of  income. 


Expenses  itemized :  — 
Rent,         .... 
Wages,      .... 
Remainder  in  other  items, 

Number  of  wage  earners,  . 

Average  wage  per  year, 


Worcester  Collateral  Loan  Assocl\tion 
Loans  outstanding  Sept.  30,  1919, 
Assets,  .... 
Amount  of  loans  made. 
Number  of  loans  made. 
Average  size  of  loan,  . 
Average  income  of  loan. 
Average  cost  of  loan. 

Total  income, 
Total  expense, 

In  favor  of  income, 


$1,764  00 

$5,755  78 
$8,637  00 
$3,852  67 
$7,500  00 
$4,900  18 
2 

$2,649  99 
9 

$959  67 

$152,243  66 

$162,128  02 

$380,986  00 

17,796 

$21  41 

$0  85 

$1  59 

$15,165  41 

$32,183  86 

$17,018  45 

$4,348  27 

$19,408  00 

$8,427  59 

15 

$1,213  16 

$93,381  34 
$107,670  68 
$101,785  38 

1,787 
$56  96 

$10  29 

$9  50 

$18,382  48 
$16,983  51 

$1,398  97 
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Expenses  itemized : 
Rent, 

Salaries, 

Wages, 

Taxes, 

Dividends, 

Remainder  in  other  items. 
Number  of  salaried  persons. 
Average  salarj^  per  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year. 


S778  25 

Sl,775  00 

S3,8S8  00 

S2J71  94 

§4,212  00 

$2,295  37 

1 

$1,775 

3 

$1,296 


1920. 
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REPORT. 


Office  of  the  Supervisor  of  Loan  Agencies, 
Room  102,  State  House,  Boston. 

To  the  Comviissioner  of  Banks. 

Sir  :  —  Herewith  I  submit  the  tenth  annual  report  of  the 
Supervisor  of  Loan  Agencies. 

A  significant  feature  of  the  Legislature  of  the  year  was  an 
effort  made  for  an  amendment  to  the  law  regulating  the  making 
of  small  loans.  A  bill  to  that  effect  was  submitted  by  Attorney 
Reginald  H.  Smith,  appearing  in  behalf  of  the  Legal  Reform 
Bureau  of  New  York.  The  petition  and  original  bill  were  as 
follows :  — 

To  the  Honorable  Senate  and  House  of  Representatives  of  the  State  of  Massa- 
chusetts in  General  Court  assembled. 

The  undersigned,  citizens  of  this  Commonwealth,  respectfully  represent 
that  there  has  long  been  conducted  in  this  Commonwealth  an  extensive 
business  of  making  small  loans  to  persons  in  need  of  funds  to  meet  imme- 
diate necessities,  of  little  financial  responsibility,  and  unable  to  furnish 
endorsements  or  securities  acceptable  to  banks  and  financial  institutions; 
that  it  has  long  been  the  policy  of  the  Commonwealth  by  its  laws  to  define 
and  regulate  the  business  so  that,  on  the  one  hand,  the  borrowers  should 
not  suffer  extortionate  charges  and  rates  of  interest,  and  on  the  other, 
the  capital  legitimately  used  in  such  business  should  be  enabled  to  earn 
a  fair  return  on  the  investment  in  consideration  of  the  peculiar  hazards 
involved;  that  from  time  to  time  it  has  been  found  expedient,  in  the  light 
of  experience  in  this  and  other  States,  to  amend  the  laws  regulating  this 
business;  and  that  it  now  appears  that  the  Commonwealth's  regulation 
of  this  business  by  law  can  be  improved  and  perfected  by  further  amend- 
ments to  the  laws  regulating  the  business  in  general,  and  in  particular 
concerning  the  rates  of  interest  to  be  charged,  the  conditions  and  terms  of 
the  security  or  securities  which  may  be  offered  and  received  in  connection 
with  such  small  loans  and  expenses  incidental  thereto. 

Therefore  your  petitioner  prays  for  legislation  to  accomplish  the  above 
purposes  and  for  the  enactment  of  the  accompanying  bill. 

Reginald  Hebeb  Smith. 
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Section  1.  Chapter  seven  hundred  and  twenty-seven  of  the  acts  of 
the  year  nineteen  hundred  and  eleven  as  amended  by  chapter  two  hun- 
dred and  twenty-four  of  the  general  acts  of  the  year  nineteen  hundred 
and  sixteen  is  hereby  further  amended  by  striking  out  section  seven  and 
inserting  in  place  thereof  the  following:  —  Section  7.  The  supervisor  shall 
establish  the  rate  of  interest  to  be  collected,  and  in  fixing  said  rate  shall 
have  due  regard  to  the  amount  of  the  loan  and  the  nature  of  the  security 
and  the  time  for  which  the  loan  is  made;  but  the  total  amount  to  be  paid 
on  any  loan  for  interest  and  expenses  shall  not  in  the  aggregate  exceed  an 
amount  equivalent  to  three  and  one-half  per  cent  a  month  on  the  amount 
actually  received  by  the  borrower,  computed  on  unpaid  balances;  and 
no  licensee  or  company  or  association  to  which  this  act  applies  shall 
charge  or  receive  upon  any  loan  a  greater  rate  of  interest  than  that  fixed 
by  the  supervisor.  No  charge,  bonus,  fee,  expense  or  demand  of  any 
nature  whatsoever,  except  as  above  provided,  shall  be  made  upon  loans 
to  which  this  act  relates;  provided,  however,  that  nothing  in  this  section 
shall  be  construed  to  prohibit  the  reimbursement  by  the  borrower  of  the 
lawful  fees,  if  any,  actually  and  necessarily  paid  out  by  the  licensee  or 
company  or  association  to  which  this  act  applies  to  any  public  officer  for 
filing  or  recording  in  any  public  oflrice  any  mortgage,  assignment  of  wages, 
or  other  instrument  securing  the  loan. 

Section  2.  Section  twenty-two  of  chapter  seven  hundred  and  twenty- 
seven  of  the  acts  of  nineteen  hundred  and  eleven  as  amended  by  section 
six  of  chapter  six  hundred  and  seventy-five  of  the  acts  of  nineteen  hundred 
and  twelve  is  hereby  further  amended  by  striking  out  said  section  and 
inserting  in  place  thereof  the  following:  —  Section  22.  No  assignment  of 
or  order  for  wages  or  salary  to  be  earned  in  the  future  to  secure  a  loan  of 
less  than  three  hundred  dollars  shall  be  valid  against  an  employer  of  the 
person  making  such  assignment  or  order  unless  a  copy  of  the  assignment 
or  order  is  delivered  to  the  employer,  nor  until  the  assignment  or  order  has 
been  filed  and  recorded  witli  tlie  cl(>rk  of  the  city  or  town  where  the  per- 
son making  the  assignment  or  oidcr  resides,  if  he  is  a  resident  of  the 
cf)mmonwealth,  or  in  which  lie  is  emijloyod  if  he  is  not  a  resident  of  the 
commonwealth;  nor  shall  it  be  valid  unless  said  assignment  is  in  form  and 
purport  as  prescril)e(l  in  chapter  three  hundred  and  ninety  of  the  acts  of 
the  year  nineteen  hundred  and  six,  and  acts  in  amendment  thereof.  No 
such  assignment  or  order  shall  be  recorded  by  the  clerk  of  a  city  or  town 
unless  it  states  on  its  face  that  the  sum  of  ten  dollars  per  we(>k,  as  ("Mnifd, 
«tf  tlie  wages  or  salary  so  assigned  is  exemjit  frmn  sucli  assiginnent  or  order. 
No  such  assignment  <ir  order  shall  lu-  \:\\u\  ulicn  made  liy  a  married  man 
unless  the  written  consent  of  his  wife  to  Ihe  makiiiL:;  (liereof  i~;  attached 
thereto.  No  such  assignment  or  onli  r  ^hah  lie  \ahil  for  a  peiiod  exceed- 
ing one  year  fi'om  the  making  thereof. 

At  llic  hrariuL:  liehl  bct'oiT  tlie  (( in  i  n  i  it  t  cc  (III  h'LTal  allaii's,  an 
airiendiiiciit    \\a>  dllcrcd   li\    AltonicN    Siiiilh    that,   "(Mi   hiaiis  of 
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$50  or  less,  for  which  the  borrower  gives  no  sec-urity,  the  Su- 
pervisor may  permit  an  additional  charge  for  interest  and  ex- 
penses not  exceeding  an  amount  equivalent  to  1^  per  cent  a 
month  on  the  amount  actually  received  by  the  borrower, 
computed  on  unpaid  balances;  and  no  licensee  or  company  or 
association  to  Avhich  this  act  applies  shall  charge  or  receive 
upon  any  loan  a  greater  rate  of  interest  than  that  fixed  by  the 
Supervisor." 

There  were  four  distinct  features  in  connection  with  the  bill, 
—  an  increase  of  one-half  of  1  per  cent  on  secured  loans;  a 
permissive  increase  of  1|  per  cent  on  unsecured  loans  up  to 
and  including  $50;  a  provision  for  reimbursement  by  the 
borrower  of  the  law^ful  fees  actually  and  necessarily  paid  out 
by  the  licensed  person,  company,  or  association  to  which  the 
Small  Loans  Act  applies;    and  a  change  in  the  assignment  law. 

Mr.  Smith,  in  his  argument  relative  to  the  .3^  per  cent  rate, 
said,  "  It  is  the  generally  recognized  scientific  rate  and  the  rate 
which  has  been  fixed  by  the  LTniform  Small  Loan  Law  drafted 
by  the  Russell  Sage  Foundation.  All  States  which  have 
enacted  anti-loan  shark  laws  since  1917  have  passed  the  3|: 
per  cent  rate,  including  Arizona,  Connecticut,  Georgia,  Illinois,, 
Indiana,  Maine,  Maryland,  Michigan,  Nebraska,  New  Hamp- 
shire, Ohio,  Pennsylvania,  Rhode  Island,  Virginia."  He  stated 
that  Professor  Eubank,  Dean  of  the  Y.  M.  C.  A.  College  in 
Chicago,  said,  "It  has  been  determined  by  careful  studies  that 
3|  per  cent  is  as  low  a  rate  as  can  be  made."  Mr.  Smith  said, 
furthermore,  "Massachusetts  would  have  had  the  3^  per  cent 
general  rate  if  its  law  had  been  passed  in  1917.  In  1916,  when 
the  bill,  which  became  chapter  224  of  the  General  Acts  of 
1916,  was  under  consideration,  the  sponsors  of  the  bill  sought 
the  advice  of  Arthur  H.  Ham,  Director  of  Remedial  Loans, 
Russell  Sage  Foundation.  He  is  the  greatest  authority  in  the 
country,  and  on  the  basis  of  the  evidence  then  at  his  disposal 
he  said  that  3  per  cent  was  a  good  rate.  Within  six  months, 
however,  on  the  basis  of  more  complete  data,  he  worked  out 
3^  per  cent  as  the  general  rate,  and  he  put  that  rate  in  his 
first  draft  of  the  Uniform  Small  Loan  Law.  Had  the  bill  been 
introduced  in  1917  we  should  have  followed  Mr.  Ham's  advice, 
and  would  have  urged  the  3^  per  cent  general  rate." 
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Relative  to  unsecured  loans  under  S50,  he  said:  "Some 
question  has  arisen  whether  this  3^  per  cent  rate  is  adequate 
on  unsecured  h)ans  of  S50  or  less.  The  question  arises  in  this 
way.  The  data  from  which  the  3^  per  cent  rate  was  fixed 
came  primarily  from  the  study  of  the  records  of  the  34  or- 
ganizations in  the  National  Federation  of  Remedial  Loan 
Agencies.  The  chart  of  their  1918-19  work  shows,  however, 
that  their  average  loan  (excluding  the  pawnbrokers'  loans) 
was  S68,  and  that  these  were  secured  loans. 

"Theoretically,  it  is  obvious  that  on  a  S50  unsecured  loan 
the  rate  must  be  higher  than  on  a  SG8  or  SlOO  secured  loan: 
first,  because  the  risk  of  loss  is  greater  where  there  is  no 
security;  second,  because  roughly  it  costs  just  as  much  to  loan 
S50  as  SlOO,  yet  the  income  at  3|  per  cent  on  SlOO  is  S3. 50, 
but  on  SoO  it  is  only  SI. 75.  If  the  cost  of  making  the  SlOO 
secured  loan  is  about  S3. 50,  then  a  lender  loses  money  in  lend- 
ing S50  unsecured,  because  his  cost  is  roughly  the  same,  i.e., 
about  S3. 50,  his  risk  is  greater,  yet  his  return  is  only  SI. 75. 
What  would  happen,  clearly,  is  that  lenders  would  make  SlOO 
loans,  but  not  S50  loans.  The  man  who  wanted  to  borrow  S50 
would  be  obliged  to  borrow  SlOO  or  go  without.  It  would 
seem  advisable,  therefore,  to  make  special  provision  for  these 
small  unsecured  loans  under  S5().  In  Massachusetts  this  can 
be  done  without  danger.  It  can  be  done  by  increasing  the 
jurisdiction  of  tlie  suj)ervisor,  —  by  giving  him  a  sufficient 
range  within  which  to  exercise  his  discretion  nnd  fix  rates  on 
the  basis  of  tiie  \'ast  amount  of  experience  in  his  ofiice. 

"There  is  always  a  general  idea  abroad  tiiat  if  the  licensed 
lenders  lose  money  and  go  out  of  business  it  is.  ])erhaps,  a 
good  tiling.  This  assumes  that  when  Icgiiiniatc  capital  goes 
ont  of  the  (icld  borrowing  ceases.  This  is  untrue.  When 
legitimate  capital  goes  out  of  the  field  the  loan  shark  appi-ars; 
lli;it  is  beciiiise  borrowing  is  a  nccessit  \  .  ;ind  m>  long  as  the 
dcin;ind  exists,  some  snjijily  will  meet  it,  and  ih.il  i^  the  loan 
shark." 

Till'  liill  as  ;iniciid('d  went  ihrongh  the  IIoum'  and  .^cniite 
wi(lionl  opjiosil  ion  nnlil  il  w;is  rcHirncd  1o  the  llonse  for  the 
(MUKtnient  stage,  just  Ix-foK'  which  Mr.  \\;dt<i-  S.  llilhorn  of 
the    jinssell    Sage    l"\)ini<!ati(»n    ap]'e;ircd    :ind    ;irousc«l    a    great 
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deal  of  opposition  through  the  jn-css  to  the  5  per  cent  j)er- 
missive  provision  us  to  small  unsecured  loans.  The  principal 
line  of  argument  in  opposition  to  that  j)hase  of  the  bill  was 
that  it  would  open  up  a  great  opportunity  for  the  splitting  of 
loans,  which,  however,  had  the  bill  become  a  law,  would  have 
been  practically  impossible  because  of  the  system  of  this 
office  in  connection  with  the  reporting  of  loans  made  and 
discharged,  and  the  clearing  house  of  information  which  has 
been  established,  which  would  give  immediate  evidence  if  an 
effort  to  split  loans  should  be  made.  When  the  bill  finally 
reached  the  House  it  was  clearly  evident  that  if  the  special  rate 
for  $50  or  less  unsecured  loans  had  been  eliminated,  the  bill  in  its 
original  form  would  have  passed;  but  instead  of  such  elimina- 
tion an  amendment  was  offered  making  the  rate  for  unsecured 
loans  4  per  cent.  The  opposition  which  had  been  created 
against  any  increase  above  3^  per  cent  was  unmistakably 
shown  in  the  quick  action  of  the  House,  when  the  4  per  cent 
amendment  was  offered,  in  killing  the  entire  proposition. 

One  feature  of  the  bill,  as  shown  by  subsequent  develop- 
ments, should  have  been  passed,  and  that  was  the  clause  which 
provided  "that  nothing  in  this  section  shall  be  construed  to 
prohibit  the  reimbursement  by  the  borrower  of  the  lawful  fees, 
if  any,  actually  and  necessarily  paid  out  by  the  licensee  or 
company  or  association  to  which  this  act  applies  to  any  public 
officer  for  filing  or  recording  in  any  public  office  any  mortgage, 
assignment  of  wages,  or  other  instrument  securing  the  loan." 

Heretofore  money  lenders  have  paid  recording  fees,  the  ex- 
pense of  which  has  been  75  cents  for  each  record  made.  This 
they  were  obliged  to  do  under  the  law  of  1916,  which  made  3 
per  cent  per  month  the  maximum  charge  which  could  be  made 
for  any  loan  negotiated.  This  year  the  Legislature  passed  a 
law  which  provided  for  the  increasing  to  $2  the  expense  of  the 
recording  of  mortgages  by  the  registry  of  deeds.  Under  a- 
public  statute  the  same  fees  allowed  the  registrar  of  deeds  may 
be  charged  by  town  and  city  clerks  for  recording  chattel 
mortgages,  with  the  result  that  the  expense  of  making  such 
records  was  at  once  advanced  to  $2  in  each  instance.  The  law 
provided,  furthermore,  that  in  the  case  of  a  chattel  mortgage 
the  mortgage  must  be  recorded  both  in.  the  town  or  city  where 
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the  borrower  workecK  if  working  in  a  place  other  than  wliere 
tlie  l)orro\ver  had  gained  a  residence;  therefore,  if  a  borrower 
desired  to  borrow  850,  lived  in  one  community  and  worked 
in  another,  the  expense  of  recording  the  mortgage  in  each 
place  would  be  S2,  making  a  total  charge  of  S-i,  whereas  the 
interest  wliich  the  lender  could  legally  collect  upon  that  loan 
would  be  but  SI. 50.  Thus  the  transaction  would  obviously  be 
a  losing  proposition,  and  when  the  law  went  into  effect  it 
created  positive  consternation  in  money-lending  offices,  and 
what  to  do  under  the  circumstances  became  a  serious  problem. 
Lenders  have  estimated  that  it  costs  between  S3. 50  and  S5  to 
make  a  loan,  the  variation  being  caused  by  the  amount  of 
business  done,  the  capital  involved,  varying  overhead  expenses, 
etc. 

There  were  two  ways  considered  by  which  the  new  emergency 
might  be  met.  The  first  was  to  refuse  absolutely  to  loan  an 
amount  of  money  where  the  interest  the  first  month  \\-oul(l  not 
equal,  or  exceed,  the  recording  fee  or  fees.  The  second  was  to 
loan  an  amount  of  money  where  the  interest  rate  would  be 
sufficient  to  meet  that  contingency,  and  then  comi)el  the 
borrower  to  extend  his  loan  over  a  sufficient  length  of  time  so 
that  the  interest  paid  would-  give  a  satisfying  remuneration. 
Thus  the  borrower  would,  in  the  finality,  be  compelled  to  meet 
the  extra  expense  in  any  event.  This  would  eiiiail.  in  nianx' 
instances,  the  retention  of  a  borrower  in  debt  longer  than  he 
desired  to  be,  but  he  faced  that  situation  or  ilic  alternative  of 
not  being  able  to  l)orrow  at  all.  Tlius  the  l;i\v,  wliicli  was 
regarded  as  a  ^■eritable  boon  1)\  registrars  of  deeds  and  citN' 
a?id  town  clerks,  was  Airtually  ])',Mi;di/ing  th(>  iinligent  borrower. 

'i'lie  lii'cnsed  nioiicy  Iciidci's  li;i\<'  talxcii  a  po^iiioii  wliidi 
seems   to    be   ;i    tcii.ilijc   one,  ||i;it    in    llir    iTcordliii:,-   of   ;dl    oilier 

tliaii  clijittel  mortgages  the  ex])ense  of  reeoi'ding  has  been  ]>aid 
l)\  I  lie  mortgagor,  and  the\'  can  see  no  jnstiiiabh^  rt'ason  why 
11m'  same  ()ciiiei|)le  slionid  not  a]i|)l\  to  the  re;-oi-(liiig  of  clKittel 
mortgages.  As  it  worked  oiil,  id'ler  the  l;i\\  weiil  into  ell'eet 
regarding  the  recording  of  inoi-ig;ige,s,  in  the  lin;dil\,  the 
mortgagor  \irlually  \r,\'\i\  il  lln'oiigli  ilie  longer  ( uni  innat  ion 
ol  Ins  lo.'Mi  lli;in  \\<-  di-ind.  TJier*'  w;is  no  olijeclion  r;iised  ni 
the    LeLrislat  nre    hi    i|i;it    fe;ilnre   of    ihe    I. ill.      TIkiI    il    w;is    inst 
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was  geiiorally  recogni/ed,  but  that  it  could  have  tlic  efFcct  it 
did  upon  the  necessitous  l)orrower  was  not  a])preciated,  tluis 
again  demonstrating  that  the  effect  of  a  law  can  only  be  de- 
termined by  its  application.  Many  a  good  intention  has  thu.s 
exposed  bad  judgment  simply  because  there  was  no  way  to 
show  how  the  "good  purpose"  would  work  out  in  actual 
practice. 

The  opponents  of  the  5  per  cent  feature  declared  that  if  the 
bill  reached  the  Governor  pressure  would  be  brought  to  bear 
upon  him  to  veto  it. 

In  the  suggested  change  in  the  law  relative  to  the  assignment 
of  wages  there  was  eliminated  the  provision  that  the  assign- 
ment or  order  must  be  accepted  in  writing  by  the  employer. 
The  reason  for  this  suggested  change  was  that  it  was  found 
that  the  law  worked  a  hardship  in  many  instances.  This  was 
especially  true  where  a  borrower  was  employed  by  a  large 
corporation  where  the  individual  employee  was  simply  known 
as  a  working  unit,  but  in  whom  the  corporation  had  no  other 
interest,  the  situation  being  entirely  different  than  in  the  case 
of  an  employee  who  was  a  borrower  who  worked  for  a  small 
corporation  or  individual  where  the  employees  were  known 
personally  to  the  owner  or  manager  of  the  business,  who,  in 
many  instances,  knew  and  understood  the  wants  and  needs 
of  the  employees,  and  was  familiar  with  their  everyday  life, 
which  was  not  the  case  with  the  large  corporation  which  neither 
knew  nor  cared  about  such  details.  Many  such  corporations 
made  a  hard  and  fast  rule,  to  be  applied  to  all  cases  regardless 
of  their  merits,  that  no  assignment  of  wages  would  be  accepted 
and  it  is  clearly  evident  that  in  many  cases  such  a  mandate 
would  and  did  work  a  hardship,  and  this  it  was  sought  to  avoid 
in  the  proposed  new  law. 

In  the  early  part  of  May,  1920,  Frederic  H.  Curtiss,  chair- 
man of  the  Boston  Federal  Reserve  Bank,  called  the  Super- 
visor by  telephone  and  desired  to  know  if  he  knew  anything 
about  the  method  of  operation  of  the  Securities  Exchange 
Company,  doing  business  on  School  Street.  Mr.  Curtiss  said 
that  there  had  been  brought  to  his  attention  by  a  prominent 
business  man  the  case  of  an  employee  of  his  who  had  left  a 
Liberty    Bond    with    the   Securities    Exchange    Company, 
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taking  therefor  the  note  of  the  company,  which  agreed  to  pay 
to  the  order  of  the  person  referred  to,  upon  presentation  of 
the  voucher  delivered  to  him,  ninety  days  from  date,  the  sum 
of  '' exactly  S75,"  at  the  company's  office,  27  School  Street, 
Room  227,  or  at  any  bank. 

At  that  time  the  Securities  Exchange  Company  did  not 
occupy  the  conspicuous  position  in  the  public  mind  which  it 
did  later,  when  the  so-termed  ''Wizard  of  Finance,''  Charles 
Ponzi,  and  his  methods  of  doing  business,  attracted  so  much 
publicity.  The  note  given  in  exchange  for  the  Liberty  Bond 
was  dated  April  27,  1920,  at  which  time  the  Ponzi  scheme  was 
well  under  way  with  daily  accelerated  motion,  and  was  later 
to  achieve  international  notoriety.  Pursuant  to  the  inquiry  of 
Mr.  Curtiss,  the  Supervisor  called  at  the  office  of  the  Securities 
Exchange  Company,  on  School  Street,  Room  227,  when  the 
new  office  had  just  been  moved  into;  desks  were  in  position, 
partitions  were  being  put  up,  carpenters  were  busy,  ami  so 
were  the  clerks  taking  in  the  money  of  would-be  investors. 
Particular  inquiry  was  made  relative  to  the  manner  in  which 
Liberty  Bonds  were  dealt  in.  Liformation  was  given  that  they 
w^ere  bought  at  the  market  quotation,  and  copies  of  the  "Bos- 
ton News  Bureau"  were  shown  from  which,  it  was  stated,  the 
quotations  were  taken.  The  re])resentative  of  the  company 
talked  with  said  tliat  the  })rincii)al  business  was  dealing  in 
foreign  securities;  tJiat  the  company  was  enabled  to  pay  the 
profits  indicated  uj)on  notes  gJAcii  liccausc  of  the  diiVerence  of 
exchange  througli  tlie  mediumsliii)  of  American  money.  It 
was  stated  that  while  the  note  in  (lucslion  <:ilK'(l  t'nr  ilic  pay- 
ment of  .^75  on  a  $')()  investment  at  tlie  cxijiraiion  of  thveo 
months,  it  was  cusloniary  to  nicet  such  obligntion  in  ;il)out 
forty-five  days,  llic  (liUVrciKc  in  time  being  to  gi\c  the  Securi- 
ties Exchange  Coinjiany  a  little  latitude  in  case  of  ])ossiblc 
Stringency.  The  representative  said  they  were  (hiding  in 
securities  of  nations  all  over  the  world. 

Tlie  e>>])l;in;i1  ion  rcl;ili\e  lo  llic  pnTcluise  of  Liberty  Bonds 
was  siitisfactovy,  but  il  seemed  to  the  SujieVAisor  that  the 
exi)lan!iti()n  relatixc  to  tlie  ])rohts  i)ai(l  iii\c.slors  with  tlie  coni- 
]»any  was  lai'  fi-oni  satisfactory.  The  mailer  was  inunedialelx' 
taken    u])    with    the    j'oston   ]iohee  (hpait  inent .      ( 'hief  AIcGiirr 


1921.]  PUBLIC   DOCUMENT  —  No.  95.  13 

of  the  Detective  Bureau  said  that  his  department  had  just 
received  one  complaint,  brontrht  by  a  woman  who  had  invested 
$400,  and  that  when  the  mutter  was  taken  up  with  the  c()m])any 
by  the  poHce  department  the  company  agreed  to  ])ii\'  the  §400 
at  once.  Its  willingness  to  meet  the  obligation  evidently  dis- 
solved any  suspicion  upon  the  part  of  the  complainant,  who 
refused  to  take  the  money.  Chief  McGarr  said  there  was 
nothing  the  department  could  do  unless  it  was  proven  that 
something  of  an  illegal  character  had  taken  place.  He  was 
told  that  the  particular  case  under  investigation  by  this  Bu- 
reau would  be  carefully  watched  to  see  what  was  done  when 
the  note  of  the  Securities  Exchange  Company,  which  was 
brought  to  the  attention  of  the  Supervisor,  should  become  due; 
that  if  the  conditions  were  not  met  it  could  then,  probably, 
be  shown  that  money  was  being  secured  through  misrepre- 
sentation, and  if  such  discovery  was  made  it  would  be  brought 
to  the  attention  of  Chief  McGarr.  The  result  of  the  investi- 
gation by  the  Supervisor  was  explained  to  Mr.  Charles  Gettemy 
of  the  Boston  Federal  Reserve  Bank,  representative  of  Chair- 
man Curtiss,  who  said  that  he  would  call  the  attention  of  the 
latter  to  the  explanation  given.  .  Later  a  letter  embodying  the 
foregoing  features  was  sent  to  the  Boston  Federal  Reserve 
Bank. 

Before  the  note,  a  copy  of  which  was  held  in  this  office, 
became  due,  the  Ponzi  bubble  had  been  pricked,  with  the 
results  now  generally  well  known.  It  required  but  very  little 
further  investigation  to  disclose  that  there  was  marked  likeli- 
hood of  violation  of  the  Small  Loans  Act  by  those  who  had 
invested  in  the  Ponzi  scheme.  It  was  readily  disclosed  that 
they  were  not  borrowers,  but  lenders,  and  were  promised  a  rate 
of  interest  far  in  excess  of  that  allowed  by  law  on  loans  which 
might  be  made  in  amounts  of  less  than  §300.  This  office  had 
no  authority  to  make  an  investigation  of  the  books  of  the 
company  to  ascertain  whether  there  w^ere  such  violations  and 
who  the  violators  were,  because  the  Securities  Exchange  Com- 
pany was  neither  licensed  nor  chartered  by  the  Commonwealth 
as  a  money-lending  institution.  The  Small  Loans  Act  provides 
that  where  two  or  more  loans  are  made  where  the  expense  to 
the  borrower  exceeds  12  per  cent  per  annum  it  is  a  violation 
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of  the  Small  Loans  Act,  inasmuch  as  a  person  making  that 
number  of  loans  is  regarded  as  being  engaged  in  the  business 
of  making  small  loans,  and  must  take  out  a  license,  after  making 
proper  reimbursement,  cease  business,  or  be  prosecuted.  Under 
that  pro\"ision  of  the  hnv,  persons  who  had  made  two  or  more 
loans  to  the  Securities  Exchange  Company,  and  received  in 
excess  of  12  per  cent  per  year,  were  clearly  liable  on  all  loans 
of  S300  or  jess.  Before  any  action  could  be  taken  looking 
toward  trying  to  secure  evidence  against  said  investors,  the 
Ponzi  financial  scheme  was  being  investigated  by  Attorney- 
General  J.  "Weston  Allen,  in  view  of  which  fact  no  further 
effort  was  made  by  tliis  Bureau. 

In  the  spring  of  1920  there  called  at  the  Bureau  representa- 
tives of  the  lenders  and  of  the  pawnbrokers  of  the  State,  who 
wished  to  know  if  there  could  not  be  an  increase  in  the  interest 
rate  on  Liberty  Bonds  which  they  were  allowed  because  of  the 
increase  in  bank  rates  which  they  would  be  obliged  to  pa>', 
for  not  a  few  of  the  lenders  are  ])orrowers  of  Boston  banks  to 
a  considerable  extent.  At  the  same  time,  a  Boston  financial 
paper  referred  to  raises  in  the  rates  of  banks  which  had  jumped 
from  100  to  200  per  cent  between  the  opening  and  closing  hours 
of  business.  The  representatives  referred  to  expatiated  u]wu 
the  rights  of  some  money  lenders  who  loaned  in  excess  of  SHOO 
to  make  the  best  terms  they  could,  regardless  of  the  rate  of 
interest  whidi  iiiiulit  be  ill^■()|^■<"(l,  niid  coiiijinrctl  thnt  npiMir- 
tunity  with  the  rigid  rule  made  for  the  licensed  money  kMulevs. 
especially  in  regard  to  the  rate  established  for  money  loaned 
on  Jyjberly  Pxtnds. 

On  1  )ee.  12,  1!(17,  llie  followinL:;  rule  relatixc  to  lo;ins  made 
where  Liheiiy  Bonds  ;ire  gi\cn  as  security  was  pronnilgated :  — 

No  licensed  money  leiulcr  shall  make  a  loan,  where  a  Liberty  Loan 
]iond  is  given  for  seenrity,  where  the  interest  charged  the  borrower  shall 
be  in  excess  of  1  per  ccnl  i)er  nmntli. 

No  loan  for  tlu;  pin-chase  of  a  Liberty  l,(«an  I'.oml.  where  the  bund  is 
to  be  given  as  socnrity,  shall  entail  :in  inlerot  charjie  to  tlie  imrrower  in 
excess  of  I  jH-r  cent  per  month.  • 

I'i'ior  Id  I  he  I' suing  of  thai  iiih',  li(en>e(l  inone_\  lenders  bad 
been  char-ini;-  ■',  |iei-  cent  ])er  lUdnlb  intci-ev|  mi  sinji  ImmkIs.  as 
the  law  jierjiiilied.    Aj)prcciating  thai  that  iugli  rale  of  interest 
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is  legally  granted  because  of  the  nature  of  the  security  gi^'en 
for  loans,  which  in  most  instances  is  not  regarded  as  reliable 
security,  and  realizing  that  there  is  no  better  security  imagiji- 
able  than  a  Liberty  Bond,  it  was  believed  that,  under  tJicse 
circumstances,  there  was  no  reason  why  the  interest  rate  sliould 
not  be  reduced  at  least  two-thirds,  and  it  was  done. 

The  Small  Loans  Act  provides  that  the  interest  rates  es- 
tablished for  pawnbrokers  in  the  State  shall  be  satisfactory  to 
this  office.  The  same  reason  was  entertained  regarding  pawn- 
brokers' receiving  Liberty  Bonds  for  security,  as  in  the  case  of 
licensed  money  lenders  and  certain  chartered  companies,  and 
a  copy  of  the  aforementioned  rule  was  sent  to  each  munici- 
pality in  the  State  where  pawnbrokers  are  licensed,  with  the 
statement  that  the  rates  then  in  vogue  where  Liberty  Bonds 
were  taken  as  security  by  pawnbrokers  were  not  satisfactory, 
and  in  such  instances  the  rate  must  be  reduced  in  accordance 
with  the  rule  submitted. 

In  reply  to  the  request  for  an  increase  in  interest  rate  for 
money  loaned  on  Liberty  Bonds  the  solicitors  for  such  increase 
were  told  that  the  matter  would  be  taken  under  consideration. 
The  committee  said  that  the  high  rate  of  interest  which  the 
lenders  were  compelled  to  pay  for  money  was  eating  heavily 
into  their  incomes,  and  might  result  in  some  of  them  being 
driven  out  of  business  because  of  that  fact.  Reply  was  made 
that  this  office  was  not  taking  cognizance  of  what  was  being 
done  by  persons  loaning  money  in  amounts  presumably  over 
$300,  but  if  it  could  be  shown  that  bankers,  or  banks,  were 
loaning  less  than  that  amount,  and  were  charging  them  more 
than  12  per  cent  per  annum,  they  would  be  prosecuted,  as  in 
the  case  of  any  other  individual  against  whom  evidence  would 
be  brought  for  violations  of  the  law. 

Later,  with  the  idea  of  ascertaining  to  what  extent  licensed 
money  lenders  were  doing  business  in  making  loans  wdth 
Liberty  Bonds  given  as  security  in  comparison  with  what  they 
had  been  doing,  an  inspection  of  their  books  showed  the  follow- 
ing:— 
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Loans  made  during  Calendar  Years,  1918,  1919,  1920,  secured  by  Liberty 

Bonds. 


Year. 


Number. 


Amount. 


1918, 
1919, 
1920, 


5230,790 

220,853 

67,985 


There  being  so  little  business  done  with  Liberty  Bonds  as 
security,  it  was  not  deemed  advisable  to  make  any  change  in 
the  interest  rate  for  that  class  of  security. 

Early  in  the  year  Constable  Charles  F.  Hale  of  Boston  called 
this  office  and  said  there  had  been  placed  in  his  hands  several 
mortgages  on  household  furniture  to  be  foreclosed;  that  to  do 
so  was  repugnant  to  his  feelings;  that  he  did  not  care  to  carry 
out  the  wishes  of  the  mortgagee,  although  should  he  do  so  he 
would  be  within  the  scope  of  the  duties  of  his  office.  He  said 
that  such  foreclosure  would  dismantle  several  homes,  which 
would  mean  suffering  and  privation  for  the  members  of  such 
families  as  would  experience  the  ill  effects  of  foreclosure  ])yo- 
ceedings.  He  stated,  furthermore,  that  rather  than  be  forced 
to  do  anything  of  that  kind  he  would  surrender  his  commis- 
sion. 

Mr.  Hale  was  asked  to  defer  operations,  and  to  notify  the 
lenders  who  had  asked  him  to  proceed  that  he  had  done  so  at 
the  suggestion  of  this  office.  It  was  suggested  to  him  that 
this  office  write  to  those  in  arrears,  stating  tlic  lia/Mrdous 
])ositioii  in  which  they  were  placed,  with  the  idea  of  giving  them 
another  o])])ortunity  to  have  an  absolutelx-  fresh  start  that 
they  might  be  saved  the  loss  of  their  housclidl.l  (  llccts. 

]\  i-c(|nirc(l  bill  liitlc  investigation  to  (!isco\(-r  tlmt  in  cuch 
inst;in<<'  tlicic  Ji.-id  Ix-cn  little,  if  anything,  ])ai(l  on  the  ])rinci- 
l)al;  that  in  some  instances  interest  payments  IkmI  been  made, 
and  in  ollicrs  llicy  were  lacking;  lh;il  in  each  case  ihc  N'MiNt, 
be(anse  (il  (h  liii<|nencii's,  insisted  that  ihc  enliic  anionnt  be 
se1lh-(i  or  he  wtHild  torecldse.  ]l  \\-;is  ai)lt;iren1  to  I  he  Sn  |iei'\  isor 
that  jicrsons  who  had  liccii  nnahh'  In  meet  I  heir  pa_\  niciits, 
or   e\'en    ])ay    interest    (hie,    would    not    be    likely    to    be   able   to 
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accumulate  sufficient  money  to  take  up  their  ol)Iif^atioii.s.  It 
was  opined  that  when  they  were  somewhat  behind,  and  found 
it  practically  impossible  to  make  their  payments,  they  became 
discouraged,  discouragement  led  to  positive  indifference,  and  the 
point  was  reached  where  they  little  cared  what  happened. 

A  significant  feature  of  the  innovation  was  that  those  about 
to  be  proceeded  against  immediately  took  heart,  evidently 
feeling  that  there  was  some  one  who  took  a  genuine  interest 
in  their  situation,  and  practically  invariably  the  suggestion 
made  was  accepted.  Calls  were  immediately  made,  either 
upon  the  lender  or  at  this  office,  and  an  entirely  new  arrange- 
ment was  made  whereby  they  were  given  an  opportunity  to 
start  in  anew,  paying  their  obligations  by  weekly  or  monthly 
installments.  Extreme  care  was  exercised  to  see  that  they 
made  no  promises  excepting  such  as  their  financial  resources 
would  permit  them  to  fulfill. 

The  plan  worked  out  excellently.  It  gave  the  borrower  a 
new  hope,  and  he  seemed  to  look  upon  his  obligation  in  a  new 
light  and  as  one  which  he  was  bound  to  respect.  This  method 
has  resulted  in  actual  foreclosures  being  reduced  to  a  minimum, 
and  only  in  very  exceptional  cases,  since  the  new  method  was 
adopted,  have  foreclosure  proceedings  taken  place. 

Later  it  was  suggested  to  the  lenders  doing  a  secured  business 
that  they  should  not  undertake  foreclosure  proceedings  until 
fully  satisfied  that  all  other  measures  had  failed,  with  the 
result  that  when  a  lender  feels  that  the  limit  of  his  patience 
has  been  reached,  he  communicates  with  this  office,  which 
makes  a  careful  study  of  each  case,  and,  if  convinced  that  the 
lender  is  justified  in  taking  advantage  of  his  legal  right  to  fore- 
close, then  this  office  gets  in  touch  with  the  delinquent  bor- 
rower as  outlined,  and  an  arrangement  suggested  whereby  he 
can  absolve  himself  from  his  responsibility,  thus  fully  pro- 
tecting his  homie  and  the  members  thereof.  This  method  of 
operation  has  become  a  part  of  the  working  activities  of  this 
Bureau. 

In  the  cases  referred  to  a  letter  similar  to  the  following  was 
sent : — 
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Departmext  of  Baxkixg  axd  Ixsuraxce, 
Divisiox  OF  Baxks  axd  Loax  Agexcies, 
Room  312B,  State  HorsE,  Bostox,  Jan.  31,  1921. 

]\Ir.  John  Doe,  200  Blank  Street,  Boston,  Mass. 

Deaji  Sra:  —  The  Blank  Investment  Company,  licensed  money  lenders 
of  this  city,  to  whom  you  are  indebted  for  money  borrowed  in  connection 
with  which  loan  you  gave  a  chattel  mortgage,  to-day  notified  this  office 
of  its  intention  to  foreclose  on  said  mortgage.  Mr.  Blank  of  the  companj' 
stated  that  he  had  communicated  with  you  several  times,  but  was  unable 
to  get  any  response. 

You  realize,  probably,  that  if  he  carries  out  his  intention  to  collect  the 
amount  due  by  process  of  law,  considerable  extra  expense  "n'ill  be  involved 
which  you  will  have  to  bear.  It  would  include  the  hiring  of  a  truck  or 
trucks,  and  men  to  do  the  work,  which  expense  I  am  in  hopes  may  be 
averted.  Through  such  foreclosure  3'ou  will  be  obliged  to  experience 
much  discomfiture  and  humiliation  from  the  taking  away  of  the  house- 
hold goods  which  you  have  mortgaged,  which  will  result  in  breaking  up 
3'our  home. 

Upon  receipt  of  this  information  from  the  Blank  Investment  Company, 
which  the  rules  of  tliis  office  provide  shall  be  given  wlien  foreclosure  pro- 
ceedings are  decided  upon,  I  asked  that  the  company  forego  further  action 
until  I  might  acquaint  you  with  its  intention,  and  give  you  an  opportunity 
to  protect  your  interests  if  you  desire  to  do  so,  to  which  suggestion  the 
company  agreed. 

I  would  suggest  that  you  get  in  touch  either  with  the  con\pany  or  with 
this  office  at  once,  and  believe  that  you  will  have  no  diflficulty  in  making 
arrangements  for  the  meeting  of  your  ol>ligation  if  you  desire  to  jirevent 
foreclosure  proceedings.  The  latter  can,  undoubtedly,  be  obviated  by 
your  agreement  to  make  such  pajauents  uimhi  the  instalment  system  as 
may  be  within  your  province,  but  the  company  will  insist  that  if  any  such 
arrangement  is  made,  the  conditions  of  the  agreement  must  be  exjilicitly 
carried  mit  hy  ymi.  This  oflico  writes  to  a('(iuaint  you  fully  with  the 
situation,  liie  likelihood  of  adding  to  your  burden  of  expense,  whicli  can 
be  avoided  if  you  see  fit  to  take  advantage  of  this  suggestion  herein  con- 
veyed, and  I  believe  it  will  be  dccid(Mlly  to  your  benefit  to  do  so.  This 
office  feels  nil  interest  in  your  situation,  and  In^lieves  there  is  thusoix^ned 
a  way  wlierel)y  you  can  readily  arrange  to  cancel  your  ol)lig:ition. 

The  Blank  Investment  Conipany  will  d(>l:iy  furtluM-  ]iroce(Mlings  until 
next  Friday,  to  give  you  ani])le  oppoitunily  to  confer  with  it  or  with  me. 

"N'oiirs  truly, 

I'hank    II.    I'ol'K, 
Supervisor  of  Loan  Agencies. 
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Girl  Bankers. 
The    following    appeared    in    the    "Boston    Post,"    Dec.    6, 
1920:  — 

No  girl  student  need  go  broke  "between  checks"  at  Radcliffe  College 
any  longer  —  not  if  her  credit  has  never  had  a  black  mark  against  it,  for 
a  bank  has  been  opened  in  Eliot  Hall  under  the  firm  name  of  Gatlin  & 
Hastings.    It  is  said  that  thirty-day  loans  can  be  obtained  at  10  per  cent. 

To  date  the  bank  is  simply  an  experiment,  but  it  is  going  good,  and  on 
the  first  day  did  a  land-office  business.  There  are  250  shares  of  stock,  and 
most  of  them  have  been  taken  up.  Miss  Elizabeth  Gatlin,  '23,  of  Wash- 
ington, D.  C,  and  Miss  Ann  Hastings  of  Hartford,  Conn.,  were  respon- 
sible for  the  idea,  and  were  chosen  president  and  treasurer,  respectively. 

Pursuant  to  that  publication,  the  following  letter  was  written 
to  the  young  ladies  whose  names  appeared  in  connection  with 
the  newly  established  loan  agency:  — 

Department  of  Banking  and  Instjeance, 
Division  of  Banks  and  Loan  Agencies, 
Room  312B,  State  House,  Boston,  Dec.  7,  1920. 

Gatlin  &  Hastings,  Eliot  Hall,  Radcliffe  College,  Cambridge,  Mass. 

Mesdames:  —  I  noticed  an  article  in  yesterday's  "Post"  to  the  effect 
that  you  had  formed  a  bank  in  Eliot  Hall,  and  that  thirty-day  loans  can 
be  obta,ined  at  10  per  cent;  also  that  you  had  250  shares  of  stock,  most 
of  which  has  been  subscribed,  so  I  assume  that  you  are  incorporated. 
Will  you  please  let  me  know  the  basis  upon  which  your  loans  are  made, 
—  whether  10  per  cent  means  per  month  or  per  year;  whether  all  loans 
are  made  for  thirty  days,  or  whether  some  are  made  for  a  longer  time 
and  arrangements  made  for  partial  payments,  in  order  that  1  may  know 
whether  your  business  comes  within  the  supervision  of  the  Small  Loans 
Act? 

Yours  truly, 

Frank  H.  Pope, 
Supervisor  of  Loan  Agencies. 

The  following  reply  was  received:  — 

Eliot  Hall,  Cambridge  38,  Mass.,  Dec.  8,  1920. 

Mr.  Frank  H.  Pope,  Supervisor,  Bureau  of  Loan  Agencies,  State  House, 

Boston,  Mass. 
Dear  Sir:  —  In  reply  to  your  letter  of  the  seventh  inst.,  inquiring 
about  the  "bank"  which  has  been  reported  as  being  opened  here  in 
Eliot  Hall,  I  should  say  that  the  "Post"  has  exaggerated  the  extent  of 
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our  operations.  As  a  matter  of  fact,  we  are,  of  course,  not  incorporated, 
as  we  do  not  expect  the  "bank"  to  last  long  enough  to  be  actually  incor- 
porated. Our  250  shares  are  sold  at  o  cents  per  share;  our  loans  are  made 
at  10  per  cent  for  the  month,  but  in  view  of  the  fact  that  they  are  on  an 
average  of  possibly  50  cents  per  loan,  and  that  the  "bank''  is  on  a  thirty- 
day  trial,  at  the  end  of  which  time,  if  there  are  any,  we  want  to  declare 
dividends,  we  could  hardly  charge  less.  The  "bank"  is  on  a  strictly  co- 
operative basis,  and  was  opened  as  the  result  of  our  interest  in  a  course 
in  economics  which  ^Miss  Hastings  and  myself  are  taking  in  college.  If 
there  is  any  more  information  which  you  think  necessary,  and  which  I 
would  be  able  to  give  3'ou,  I  should  be  glad  to  do  it,  but  I  can  not  think 
of  anjiihing  else  at  present,  as  we  opened  less  than  a  week  ago.  Kindly 
let  me  know  whether  the  above  explanation  of  the  plan  and  scope  of  our 
experiment  is  sufficient. 

Very  truly  yours, 

(Miss)  Elizabeth  P.  Gatlix. 

Later  Miss  Gatlin  was  called  upon  for  further  information 
in  regard  to  the  new  project,  and  stated  that  its  operation  had 
ceased,  ])robably  temporarily,  because  of  her  inability  to  give 
it  the  attention  she  felt  it  deser^•e(l,  but  stated  as  far  as  the 
work  of  making  loans  was  concerned  the  promoters  of  tlie 
enterprise  had  been  able  to  declare  a  7  per  cent  dividend. 

The  law  bearing  upon  small  loans  was  fully  exi)lained,  and 
it  was  pointed  out  that  perhaps  the  best  wa\',  in  order  to  avoid 
any  possible  difficulty,  would  be  for  the  students  to  organize 
a  voluntary  association  witli  constitution  and  by-laws  disj^osing 
of  shareSf,  to  be  sold  only  to  members  of  the  association,  the 
money  thus  received  being  the  capital  to  be  nlilizcd.  and  loans 
to  be  made  only  to  those  included  in  the  membership  list; 
tli;i,1  ill  lliis  \\;iy  lhe  work,  wliidi  \\;is  regarded  as  strictly 
reiii((li;il  in  its  (li;ir;ic1er,  coiild  be  coiilimu'd  wilhout  fear  of 
\iol;ilioii  of  ;iiiy  legal  ])ro\isioii. 

Worcester  Coi.i.atkk  \l  Low  .Kssociaiion. 
K;irly  in  I'^cbi'iiary  the  jMconntanI  of  ihis  nf|iai-l  iiicnl  made 
a.  speeiid  visit  1o  lli<'  odice  of  llic  ('(illalei'al  I,oan  .\ssoeialion 
in  AVorecster  to  iii(|iiir(^  into  its  metliod  of  making  loans,  its 
system  of  fees  and  lines  assessed,  togelhcr  with  llie  normal 
interest  charges  assessed  ag.ainst  borrowers.  It  was  foniid  that 
loans    are    made    against     two    forms    of    security,        namely, 
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chattel  mortgage  loans  and  pledges.  The  security  based  on 
chattel  mortgages  consists  chiefly  of  household  furniture  and 
automobiles,  while  the  security  back  of  the  pledges  consists 
chiefly  of  jewelry,  with  occasional  loans  on  Liberty  Bonds  and 
stock  certificates.  In  the  case  of  mortgage  loans  the  interest 
rate  charged  is  a  maximum  of  1|  per  cent  per  month,  but  on 
large  loans  it  may  be  as  low  as  1  per  cent  per  month,  and  in 
the  case  of  fairly  large  loans  it  may  be  less  than  that  rate.  In 
the  case  of  loans  on  chattel  mortgage,  security  fees  are  charged 
in  addition  to  the  regular  interest,  according  to  the  following 
schedule :  — 

On  loans  of  $25  or  less,  fee  charged,  $2. 
On  loans  above  $25  and  up  to  $100,  fee  charged,  $3. 
On  loans  above  $100  and  up  to  $499,  fee  charged,  $4. 
On  a  loan  of  $500,  fee  charged,  $5. 

The  maximum  amount  loaned  is  $500.  To  cite  a  particular 
transaction:  When  a  note  is  written  for  $125,  the  loan  actually 
made  consists  of  $121,  the  remaining  $4  constituting  the  fee. 
Interest  at  1|  per  cent  per  month  runs  on  the  face  amount  of 
the  note,  i.e.,  $125. 

In  the  case  of  loans  made  to  borrowers  out  of  town,  an  extra 
fee  of  $2  may  be  charged  in  order  to  cover  excess  expenditures, 
trolley  fares  and  time  consumed  by  the  investigator.  Fees  are 
chargeable  only  on  mortgage  loans,  never  on  pledges.  If  a 
pledge  specifies  an  amount  of  $100,  it  means  that  an  actual 
loan  of  $100  was  made  to  the  borrower,  no  part  of  which  repre- 
sents a  fee;  whereas,  in  the  case  of  a  mortgage  note,  the  face 
amount  expressed  therein  will  always  exceed  the  actual  amount 
passed  to  the  borrower  to  the  extent  of  the  fees  chargeable 
thereon. 

Fines  in  the  form  of  charges  for  letters,  notices,  etc.,  sent  to 
delinquent  borrowers,  are  assessed,  and  they  total  approxi- 
mately 30  per  cent  of  the  amount  collected  as  fees.  These 
fines  assessed  during  the  license  year  ending  Sept.  30,  1919, 
aggregated  $598.83,  while  the  fees  charged  and  collected  during 
the  same  license  year  aggregated  $2,030. 

The  accounts  "foreclosed  mortgages"  and  "foreclosed 
pledges"  which  the  association  carries  signify  that  when  the 
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account  becomes  more  or  less  doubtful  it  is  foreclosed  into 
these  special  accounts,  until  such  time  as  the  sale  of  the  se- 
curity deposited  with  the  association.  Then  when  the  sale 
actually  occurs,  the  amount  realized  thereon  is  deducted  from 
these  particular  foreclosure  accounts,  reducing  their  total  to 
that  extent,  and  the  funds  immediately  are  registered  as  cash 
received. 

Another  account,  known  as  a  "guaranty  fund,  fire  mortgage 
debt,"  represents  an  accumidation  of  over  twenty-five  years 
of  small  initial  deposits  of  50  cents  collected  from  mortgagors 
who  happened  to  have  carried  no  fire  insurance  on  the  chattels 
backing  their  mortgage  loans.  This  total  fund  constitutes  a 
special  reserAe  Mhich  redounds  to  the  benefit  of  the  borrowers. 
In  case  of  total  fire  loss  of  the  mortgaged  goods,  once  a  total 
loss  occm'S,  the  borrower  is  relieved  of  any  further  necessity 
of  making  instalments  on  the  balance  of  the  loan  due,  while 
the  association  itself  lost  its  security,  deducting  as  an  offset 
to  this  loss  a  reasonable  amount  from  this  so-called  "  guaranty 
fund,  fire  mortgage  debt." 

Although  there  are  a  large  number  of  licensed  money  lenders 
in  the  State,  there  has  been  formed  no  State  organization,  and 
Massachusetts  is  one  of  the  very  few  States  where  money  lend- 
ing is  licensed  which  has  not  such  an  association;  therefore 
it  was  not  able  to  become  a  component  part  of  the  national 
organization.  A  few  years  ago  an  organization  was  formed  in 
Boston,  but  more  particularly  for  the  pur])ose  of  the  ])ronu)tion 
of  faAorable  legislation.  It  was  not  long-lived  because  of 
marked  diil'erences  of  Aiew  between  the  lendiM's  doing  a  secured 
business  and  tliose  engaged  in  unseeured  bnsiiu-ss.  The  former 
felt  that  llic  hitler  Wiis  insisting  ujioii  too  liigli  a  rate,  which 
if  colli  iiiiicd  would  li;i\('  a  Icnch'iicy  to  result  disastrously  io 
tlic  nioiic\ -Iciidiug  business,  and  those  so  alliruung  found 
theniseKcs  true  ])ro])he1s,  foi-  a  I'adical  change  dcM'lopcd  a1 
the  time  of  the  iiit  roduct  iou  of  the  .1  per  cent   hiw. 

A  frc(|ucnlly  c.\|)resse(l  icasou  by  iiioiicy  Icmh-i's  for  not 
seeking  to  foiiii  a  Stale  associ;iliou  as  im  ;iii\illi;iry  to  t  he 
nalion;d  oig;iiii/;il  ion  is  th;it  they  do  not  lulicvc  lli;il  ill  per 
ccnl  all'ords  ;in  .idciiiiiil  c  ictiun  t'o|-  the  iiinney  in\c>Ied  in  the 
business.      'Ihc    HMtional    organization    is   on    recoi'd    ;is    l';i\ oriui:; 


1921.]  PUBLIC   I)0CUMP:NT  — No.  95.  23 

that  rate;    thus  there  is  a  marked  divergence  of  o])inioii  be- 
tween them  and  the  national  organization. 

The  opinion  is  further  expressed  that  none  of  the  lenders  in 
this  State,  believing  that  3^  per  cent  is  inadequate,  would  be 
willing  to  go  on  record  as  favoring  the  3|  per  cent  rate  ex- 
clusive of  a  higher  one.  But  as  3^  per  cent  is  becoming  more 
and  more  recognized  throughout  the  country  as  the  "scientific 
rate,"  and  as  the  prospects  for  any  increase  in  that  rate  di- 
minish, and  that  fact  is  impressed  upon  those  believing  in  a 
higher  rate,  the  opportunity  would  seem  to  be  dawning  for  the 
creation  of  a  State  association. 

The  last  day  of  the  year  the  stock  control  of  the  Worcester 
Morris  Plan  Company  passed  to  the  Industrial  Finance  Cor- 
poration of  New  York  City,  the  parent  organization  of  all  the 
Morris  plan  companies  and  banks  in  the  country.  The  two 
names  referred  to  represent  differences  in  official  viewpoint  in 
States  where  the  Morris  plan  system  is  in  vogue,  some  of  which 
permit  the  name  "bank,"  and  others  insist  upon  the  word 
"company." 

In  connection  with  the  passing  of  the  stock  several  of  the 
directors  of  the  Worcester  company  withdrew,  but  the  majority 
of  them,  together  with  the  executive  officers,  and  practically 
all  of  the  original  organizers  retained  their  stock  interest,  and 
continued  as  members  of  the  board  of  directors  and  as  execu- 
tive officers.  The  company  continued  operating  as  it  had  since 
its  inception.  It  has  loaned  at  its  Worcester  office  more  than 
$2,000,000  to  more  than  12,000  persons,  the  past  year  being 
the  most  successful  in  its  history.  The  growth  of  the  company 
has  been  very  rapid,  starting  the  first  year  with  a  total  of 
loans  of  $65,000,  while  this  year  the  total  loans  exceeded  half 
a  million  dollars. 

Early  in  the  year  considerable  difficulty  was  experienced  be- 
cause of  negligence  upon  the  part  of  not  a  few  of  the  money- 
lending  offices  in  affixing  the  necessary  postage  to  the  envelopes 
bearing  their  reports.  This  had  been  continuing  for  some  time, 
and  this  office  had  to  meet  the  postage  due.  A.  careful  count 
had  been  kept  of  the  amount  thus  paid  out  and  charged  to  the 
several  offices  in  arrears,  and  the  amount  due  was  collected. 
Desirous  of  breaking  up  the  custom,  as  the  collection  of  postage 
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was  a  matter  of  inconvenience  to  this  office,  the  following  was 
issued  to  the  licensed  money  lenders  of  the  State  as  a  rule:  — 

The  return  address  of  the  licensee  must  be  placed  on  the  envelope  in 
which  reports  are  submitted  to  the  Supervisor,  so  that,  in  case  there  is 
insufficient  postage  when  the  reports  reach  this  office,  the  Post  Office 
Department  may  know  to  whom  to  return  the  envelope  and  contents, 
and  thus  avoid  having  the  same  sent  to  the  Dead  Letter  Office.  Reports 
upon  which  there  is  postage  due  will  not  be  received  at  the  office  of  the 
Supervisor. 

The  following  rule  relative  to  advertising  was  also  promul- 
gated this  year:  — 

In  all  newspaper  or  other  advertising  by  a  licensed  lender  there  must 
be  incorporated  in  the  advertisement  information  to  the  effect  that  the 
advertiser  is  authorized  to  engage  in  that  business.  The  purpose  of  this 
rule  is  that  would-be  borrowers  may  know  that  they  are  dealing  with 
those  who  are  doing  business  with  the  sanction  of  this  office. 

It  is  preferable  that  the  word  "license"  and  the  number  of  the  license 
following  be  used,  but  sometimes  this  cannot  be  done  without  requiring 
an  additional  line,  in  which  case  "Lie."  and  the  number  may  be  used.  or. 
if  there  is  not  sufficient  room  for  that  without  encroaching  upon  further 
space,  "L."  and  the  number  may  be  used  in  inserting  the  advertisement. 
These  forms  should  be  taken  into  consideration,  and  the  first  used  if  it 
can  be,  with  second  preference  for  the  second  form,  and  the  last  suggestion 
f(jr  tlic  third. 

These  suggestions  for  designations  amtc  iiiado  because  of 
appreciation  of  the  fact  of  increased  expense  for  this  class  of 
advertising,  which,  since  ju'cwar  days,  lias  increased  greatly 
in  some  ncwsj)aper  offices,  the  increase  amounting  to  between 
2(10  and  )!()()  per  cent.  The  rcsnli  of  this  in<rcasc  has  htHMi 
lh;it  tlic  nnnibcr  of  dealers  a(l\('rt  i.^ing  in  ihc  ncv  spnpcrs  has 
been   \cry  largely  decreased. 

Sri'UKMK  Coiirr  DkcisIons. 
'^riic   following   decisions   of    the    Miissacluiset  t  s   Sii])rein(^   Ju- 
dicial  Court,  e;i(  li   of  ^\llicll   li;nl   its  hearing  niion,  and   ^\;ls  of 
\ital  interest  to  the  small  htan  agencies:- — 
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Oilman  v.  Raymond. 
Suffolk.  March  20,  1920. 

Assignment  of  Wages  —  Standard  Form  -prescribed  by  Statute  does  not 
require  Insertion  of  Name  of  Employer  at  Time  of  Assignment  — 
Assignment,  if  for  Certain  Time  Names,  may  include  Wages  due  from 
New  Employer  —  Failure  to  secure  Acceptance  of  Assignment  from 
New  Employer  and  Failure  to  file  Such  in  Public  Records,  defeats  Right 
of  Recovery. 

Contract  to  recover  certain  money  under  an  assignment  of  wages.  In 
the  Municipal  Court  of  the  City  of  Boston,  Creed,  J.,  found  for  the  de- 
fendant, and  reported  the  case  to  the  Appellate  Division  which  dismissed 
the  report  and  plaintiff  appealed  to  the  Supreme  Judicial  Court. 

Lewis  Marks  for  plaintiff. 

No  brief  for  defendant. 

DeCourcy,  J.  One  Herman  Tobias  assigned  to  the  plaintiff  the  wages 
that  should  become  due  to  him  during  two  years  from  Jan.  7,  1918,  from 
his  then  employer  or  from  any  person  whose  employ  he  should  enter  dur- 
ing said  period.  The  assignment  was  in  the  standard  form  prescribed  in 
the  labor  law,  St.  1909,  c.  514,  §  124,  as  amended  by  St.  1916,  c.  208,  §  2. 
At  the  time  of  its  execution  Tobias  was  employed  by  George  H.  Staples, 
but  was  discharged  by  him  on  Feb.  23,  1918.  Since  March  18,  1918,  to 
and  including  the  date  of  writ,  he  has  been  in  the  employ  of  the  defendant 
Raymond.  At  the  trial  in  the  municipal  court  the  plaintiff  requested  the 
judge  to  rule,  in  substance,  that  the  assignment  was  binding  on  the  wages 
earned  by  Tobias  within  two  years,  even  though  at  the  time  when  it  was 
sought  to  enforce  the  instrument  Tobias  was  in  the  employ  of  a  person 
other  than  the  one  by  whom  he  was  employed  at  the  time  it  was  executed. 
The  requests  were  denied. 

We  are  of  the  opinion  that  the  plaintiff  was  entitled  to  such  a  ruUng. 
Undoubtedly  at  common  law  wages  to  be  earned  under  a  contract  of 
service  not  yet  made  were  not  assignable.  Eagain  v.  Luby,  133  Mass.  543. 
Citizens  Loan  Assn.  v.  Boston  &  Maine  R.R.,  196  Mass.  528,  531.  During 
recent  years  the  Legislature  has  undertaken  to  regulate  assignments  of 
wages  in  connection  with  the  laws  relating  to  labor  and  to  the  business  of 
making  small  loans.  By  St.  1909,  c.  514,  §§  121  to  126,  certain  requisites 
for  the  validity  of  such  assignments  were  prescribed,  and  a  standard  form 
was  enacted.  It  is  significant  that  this  form  not  only  does  not  require  the 
insertion  of  the  name  of  the  present  employer,  but  it  expressly  purports  to 
assign  and  transfer  "all  claims  and  demands  (which  I  now  have,  and  all) 
which  within  a  period  of  from  the  date  hereof  I  may  and  shall 

have  against  my  present  employer,  and  against  any  person  whose  employ 
I  shall  hereafter  enter  (for  all  sums  of  money  due  and),  for  all  sums  of 
money  and  demands  which,  at  any  time  within  said  period  may  and  shall 
become  due  to  me,  for  services  as  ."     Section  126  reads: 

"Except  as  above  provided,  an  assignment  of  wages  made  in  accordance 
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with  the  proA-isions  of  this  act  shall  bind  all  wages  earned  by  the  a-ssignor 
■SN-ithin  the  period  named  in  such  assignment."  In  view  of  this  language, 
read  in  the  light  of  the  regulations  proA-ided  by  statute  for  safeguarding 
such  assignments  of  wage  earners,  we  think  it  was  the  intention  of  the 
Legislature  to  change  the  common-law  doctrine:  and  while  limiting  the 
assignments  to  a  period  of  two  years,  to  broaden  their  scope  so  as  to  cover 
wages  earned  from  different  employers  during  that  period.  In  the  case  of 
Raulins  v.  Levi,  232  Mass.  -42,  the  statutory  two-year  period  expired  while 
the  suit  was  pending,  and  the  defendant's  right  to  enforce  the  assignment 
ceased.  What  was  there  said  with  reference  to  the  effect  of  the  assignor's 
change  of  service  after  the  instrument  was  made  was  based  upon  the  con- 
cession of  counsel  for  the  defendant,  quoted  in  the  opinion. 

The  error  in  refusing  to  give  the  rulings  requested,  however,  has  not 
injuriously  affected  the  substantial  rights  of  the  parties,  and  the  finding 
for  the  defendant  was  right.  It  appears  from  the  report  that  the  plaintiff 
on  April  1,  1918,  sent  to  the  defendant  a  copy  of  the  assignment,  and  a 
sufficient  statement  of  the  account  in  accordance  with  St.  1909,  c.  514, 
§  122.  The  defendant  employer,  however,  did  not  accept  the  order,  and 
refused  to  pay  money  thereon  to  the  plaintiff.  We  assume,  for  the  pur- 
poses of  this  case,  that  St.  1910,  c.  563,  St.  1911,  c.  727,  §  22,  and  St.  1912, 
c.  675,  §  6,  which  expressl.y  require  the  written  acceptance  of  the  employer 
in  order  to  make  an  assignment  valid  against  him,  are  applicable  only  to 
assignments  made  to  secure  small  loans,  and  do  not  apply  to  those  which 
secure  a  sale  of  merchandise,  such  as  the  one  in  this  case.  See  Day  r. 
Cohen,  165  ISIass.  304.  But  the  assignment  in  question  in  terms  exempted 
from  its  operation  "three-fourths  of  the  weekly  earnings  or  wages"  of 
Tobias.  See  St.  1916,  c.  208.  It  was  in  effect  an  order  on  the  employer 
to  pay  one-fourth  of  the  weekly  wages  of  his  employee  to  this  plaintiff. 
Whatever  rights  in  equity  such  a  partial  assignment  may  confer  on  the 
assignee  (see  Andrews  Electric,  Inc.  v.  St.  Aliihonse  Catholic  T.  A.  Soc, 
233  Mass.  20),  it  could  not,  without  the  defendant's  consent,  split  up  the 
single  and  entire  contract  existing  between  him  and  his  employee,  Tobias, 
and  subject  him  to  several  actions  thereon  at  the  instance  of  assignees  of 
separate  portions  of  the  del)t.  The  mere  spending  of  a  notice  of  the  partial 
assigninont  to  the  defendant  did  not  end  or  change  his  rights  unilor  the 
original  contract  with  his  em])loyee.  Gil)son  /'.  Cooke,  20  Pick.  15;  Pap- 
ineau  ;'.  Naumkeag  Steam  Cotton  Co.  120  Mass.  372;  James  v.  Newton, 
142  Mass.  3()6;  Ilolbrook  v.  Payne,  151  Ma.ss.  383;  Security  Bank  of  New 
York  /'.  Callahan,  220  Mass.  S4,  S7;  Man.lcvillc  /•.  W«-lch,  .')  Wheat.  277; 
Ann.  fas.  1912,  A.  ()73,  n<.lc\ 

Tiic   order   dismissing   the   rcpoil    sliouid    lu'   allirmcd    -.wnl   judiiiincnt 
oiitcrcd  lor  the  (Icff-ndaiit.    SI.  I'.li;!.  c.  71(i,  §  1.     It  is 

iSo  ordered. 
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Hooker  v.  McLennan  et  al. 
Suffolk.  June  4,  1020. 

Bill  to  Reach  and  Apply  —  Salary  of  Assistant  Assessor  of  the  City  of  Boston 
—  As  such  Salary  can  be  reached  by  Trustee  Process,  Proceeding  in 
Equity  cannot  be  maintained. 

Bill  to  reach  and  apply  money  alleged  to  be  due  the  defendant  McLen- 
nan, as  salary  as  first  assistant  assessor  of  the  city  of  Boston.  The  plaintiff 
in  this  proceeding  alleged  that  McLennan  owed  him  money  on  certain 
promissory  notes.  In  the  Superior  Court  a  demurrer  filed  by  the  defend- 
ant was  sustained  and  plaintiff  appealed. 

S.  R.  Cutler  and  H.  W.  James  for  plaintiff. 

John  S.  Richardson  for  defendant. 

Jenney,  J.  The'  plaintiff  seeks  to  reach  and  apply  the  amount  due  to 
Augustus  D.  McLennan,  hereinafter  called  the  defendant,  at  the  time  of 
the  filing  of  the  bill.  The  city  also  is  a  party  defendant.  The  case  is 
before  us  on  the  plaintiff's  appeal  from  the  final  decree  sustaining  the 
demurrer  of  the  defendant  and  dismissing  the  bill.  The  plaintiff  who  seeks 
a  decree  establishing  the  indebtedness  of  the  defendant  to  him  on  two 
promissory  notes  is  within  the  statute  so  far  as  his  claim  is  concerned. 
Kilbourne  Co.  v.  Standard  Stam.p  Affixer  Co.,  216  Mass.  118.  Under  the 
statute,  that  which  can  be  sequestrated  is  "any  property,  right,  title  or 
interest,  legal  or  equitable,  of  a  debtor,  within  or  without  this  common- 
wealth, which  cannot  be  reached  to  be  attached  or  taken  on  execution  in 
an  action  at  law."    R.  L.  c.  159,  §  3,  cl.  7. 

It  is  admitted  by  the  demurrer  that  when  the  bill  was  filed  there  was 
due  and  paj^able  to  the  defendant  from  the  city  of  Boston  $200  "as  salary 
for  the  office  of  first  assistant  assessor  of  said  city."  If  said  amount  could 
have  been  held  by  an  attachment  by  trustee  process  (R.  L.,  c.  189),  the 
bill  cannot  be  maintained.  It  was  decided  in  Walker  v.  Cook,  129  Mass. 
577,  that  the  statutory  compensation,  which  assessors  are  entitled  to 
receive  where  no  other  compensation  has  been  allowed  by  the  town,  is  not 
the  subject  of  attachment  by  trustee  process,  because  the  right  to  recover 
compensation  as  determined  by  statute  does  not  depend  on  anj^  contract 
express  or  implied.  The  language  used  in  Williams  v.  Boardman,  9  Allen, 
570,  571,  was  quoted  with  approval.  It  was  there  said  that  "to  constitute 
the  relation  of  trustee  there  must  be  a  privity  of  contract,  express  or  im- 
plied, between  the  principal  debtor  in  the  trustee  process  and  him  who  is 
sought  to  be  charged  as  his  trustee,  unless  there  be  a  statute  provision 
that  renders  such  privity  unnecessary." 

Walker  v.  Cook,  siipra,  was  not  posited  on  the  ground  that  public 
pohcy  forbade  the  apphcation  through  legal  process  of  funds  held  by  a 
municipal  corporation  to  an  indebtedness  arising  through  the  exercise  of 
governmental  functions.  See  R.  C.  L.  843.  It  had  already  been  decided 
that  a  county  could  be  summoned  as  trustee  because  of  compensation  due 
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a  messenger  ha\'ing  charge  of  its  courthouse.  This  court  had  said:  "Iii 
such  a  state  of  things,  there  has  never  been  a  doubt  that  cities  and  towTis 
are  hable  to  be  summoned  as  trustees,  and  we  find  nothing  in  any  of  the 
statutes  upon  this  subject  that  places  counties  upon  a  different  footing  in 
this  respect  from  cities  and  tow^ls."  Adams  v.  Tyler,  121  Mass.  3S0,  381. 
See  also  Donohoe  r.  Xewburyport,  211  IMass.  561,  568,  where  it  was  said: 
"The  conclusion  that  'corporation'  as  used  in  statutes  relating  to  trustee 
process  included  cities  and  towns  was  reached  in  Adams  v.  Tyler,  121 
Mass.  380,  purely  upon  historical  considerations  arising  from  a  recom- 
mendation of  Commissioners  on  Revision  of  the  Statutes  rejected  by  the 
Legislature."  Walker  v.  Cook,  supra,  does  not  decide  that  money  due  a 
defendant  on  a  contract,  express  or  implied,  as  distinguished  from  a  purely 
statutory  obligation,  cannot  be  attached  by  trustee  process.  Indeed, 
Adams  v.  Tyler,  supra,  was  a  decision  to  the  contrary,  and  although  cited 
it  was  not  distinguished  or  limited.  See  Travelers  Ins.  Co.  v.  Maguire, 
218  Mass.  360,  362. 

In  the  case  at  bar  the  amount  was  due  and  payable  as  salary.  Salary 
in  this  connection  indicates  ''a  fixed  annual  or  periodical  payment  for 
services,  depending  upon  the  time  and  not  upon  the  amount  of  services 
rendered."    Benedict  v.  United  States,  176  U.  S.  357,  360. 

St.  1913,  c.  385,  §  400,  provides  that  a  town  at  its  annual  meeting  shall 
elect  three  or  more  assessors,  "and,  if  the  town  so  voltes,  three  or  more 
assistant  assessors."  By  St.  1909,  c.  490,  Part  I,  §  99,  the  compensation 
of  an  assessor  is  fixed  at  "two  dollars  and  fifty  cents  a  day  for  every  whole 
day  in  which  he  is  employed  in  that  service,  and  such  additional  compen- 
sation as  the  cit}'  or  to%\m  shall  allow."  No  statutory  provision  is  made 
for  any  payment  to  assistant  assessors  for  their  services.  Under  R.  L.,  c. 
25,  §  95,  however,  towns  may  determine  the  amount  of  compensation  of 
their  officers  unless  otherwise  provided  by  law.  Welch  v.  Emerson,  206 
Mass.  129.  All  statutes  relating  to  towns  apply  to  cities  so  far  as  con- 
sistent with  general  or  special  laws  relative  thereto.    R.  L.,  c.  26,  §  2. 

In  this  Commonwealth  tlie  right  of  a  pul>lic  officer  to  compensation, 
although  statutory,  can  be  assigned  before  the  services  have  been  fully 
performed.  Brackett  v.  Blake,  7  Met.  335;  Citizens  Loan  Assn.  v.  Boston 
&  Maine  R.R.,  196  Mass.  528;  such  a  right  is  property.  See  Alexander 
V.  McPeck,  1S9  Mass.  34,  43.  Wliilc  this  rule  does  not  prevail  in  many 
jurisdictions,  it  is  generally  held  that  tluM-e  is  no  objection  to  an  assign- 
ment of  the  right  to  receive  salary  or  other  compensation  from  a  munic- 
ipality where  the  transfer  is  not  anticipatory.  See  cases  collect (>(1  in  2 
R.  C.  L.  605  and  5  C.  .1.  S7_>.  See  also  Stiinpson  v.  Maiden.  lOH  Mass. 
313.  Comijcnsation  due  and  jjayable  to  a  nuniicipal  ollicer  may  he  recov- 
ered in  an  action  of  contract.  \Vlier(>  such  ollicer  bases  his  right  to  recom- 
pense, not  merely  on  a  statnlory  jirovi-inn,  Iml  upon  an  (>nforce;il)l(^ 
obligatifin  of  a  nuniicipal  corporation,  although  one  (Mitered  into  under 
statutorv  authority  or  direction,  we  tiiink  that  tlie  claim  is  one  wliich 
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in  legal  effect  is  upon  an  express  contract,  and  that  the  amount  so  payal^le 
may  be  attached  by  trustee  process.  The  action  of  a  miuiici])iihty  in  fix- 
ing the  compensation  of  an  officer  or  employee  by  vote  or  other  appro- 
priate proceeding  renders  it  liable  on-  the  obligation  so  created.  Nelson 
V.  MiHord,  7  Pick.  18;  Kimball  v.  Salem,  111  Mass.  87;  Parks  v.  Waltham, 
120  Mass.  160.  Compare  Cook  v.  Springfield,  184  Mass.  247.  Milford  v. 
Commonwealth,  144  Mass.  64,  is  not  to  the  contrary.  It  was  there  held 
that  a  suit  upon  an  obligation  resting  wholly  on  a  statute  was  not  a  claim 
"which  is  founded  upon  a  contract  for  the  payment  of  money"  within 
the  meaning  of  the  statute  then  existing  as  to  jurisdiction  in  an  action 
against  the  Commonwealth,  because  the  obligation  arose  purely  ex  lege. 
See  McCann  v.  Randall,  147  Mass.  81,  89;  Murdock  Parlor  Grate  Co.  v. 
Commonwealth,  152  Mass.  28;  McArthur  Brothers  Co.  v.  Common- 
wealth, 197  Mass.  137,  138. 

If  we  should  take  judicial  notice  of  the  special  statute  relating  to  asses- 
sors in  the  city  of  Boston  (see  Prince  v.  Crocker,  166  Mass.  347,  348),  the 
same  result  is  reached.  Sp.  St.  1918,  c.  93,  §  4,  provides  that  "The  board 
of  assessors  may,  subject  to  the  approval  of  the  mayor,  appoint  and  remove 
such  assistant  assessors  as  the  work  of  the  department  requires,  and  each 
assistant  assessor  shall  receive  annually  a  sum  not  exceeding  twelve  hun- 
dred dollars  as  compensation  for  such  service  as  the  board  of  assessors  may 
prescribe."  Under  this  statute  the  determination  of  the  amount  which, 
such  assessors  shall  receive  is  a  condition  of  liability.  Walker  v.  Cook, 
supra.  When,  however,  the  compensation  is  fixed,  the  situation  is  pre- 
cisely the  same  as  under  the  general  law  so  far  as  the  question  here 
involved. 

It  follows  that  the  demurrer  was  sustained  rightly,  because  the  plaintiff 
on  the  facts  alleged  could  have  made  an  effectual  attachment  by  trustee 
process.  Venable  v.  Rickenberg,  152  Mass.  64;  Haman  v.  Bremman,  170 
Mass.  405,  407.    The  decree  of  the  Superior  Court  must  be  affirmed  wth 

costs  of  the  appeal. 

Ordered  accordingly. 

Worcester  Morris  Plan  Co.  v.  Mader. 
WoRCESTEE.  Nov.  23,  1920. 

Replevin  —  Conditional  Sale  of  Auto  Truck  —  Subsequent  Assignment  of 
Seller's  Interest  to  Third  Person  —  Failure  to  record  Such  Assigiiment. 
Crosby,  J.    This  is  an  action  of  replevin  brought  to  recover  an  auto 
truck,  and  is  before  us  on  a  report  of  a  judge  of  the  Superior  Court  upon 
a  case  stated. 

The  material  facts  are  that  on  March  6,  1918,  one  Wise,  the  owner  of 
the  truck,  delivered  it  to  one  Travers  under  a  written  agreement  by  which 
the  title  remained  in  Wise  until  all  the  notes  given  by  Travers  for  the 
purchase  price  under  the  agreement  were  fully  paid.    On  Aug.  30,  1918, 
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all  notes  then  due  ha\-ing  been  paid,  and  there  remaining  a  balance  of 
81,425,  Wise  gave  to  the  plaintiff  a  promissory  note  for  that  amount, 
payable  by  instalments,  and  at  the  same  time  assigned  to  the  plaintiff, 
as  collateral  security  therefor,  all  the  Travers  notes  then  remaining  unpaid, 
together  "v\ith  the  conditional  sale  agreement.  The  endorsement  of  the 
back  of  the  agreement  was  as  follows:  "For  value  received  I  hereby 
assign  to  the  Worcester  Morris  Plan  Company  the  within  lease  and  claim 
and  my  interest  in  the  property  therein  described.  Charles  W.  Wise.'* 
The  assignment  was  not  recorded. 

From  Aug.  30,  1918,  to  and  including  Jan.  6,  1919,  all  the  Travers 
notes  maturing  during  that  period  were  paid  by  hmi  to  the  plaintiff  at 
maturity,  and  the  balance  due  on  the  §1,425  note  was  paid  by  Wise.  The 
pajTuents  due  on  the  Travers  notes  and  on  the  Wise  note  on  February  6, 
March  6,  April  6  and  May  6,  1919,  had  not  been  paid  at  the  date  of  the 
plaintiff's  writ,  and  have  not  since  been  paid.  Travers  died  in  Januarj', 
1919;  and  afterwards  Wise,  ^^ithout  the  knowledge  of  the  plaintiff,  gave 
a  bill  of  sale  of  the  truck  to  the  defendant  and  delivered  it  to  him.  Default 
haling  been  made  in  the  notes  held  by  the  plaintiff,  demand  was  made  for 
pajTnent,  and  as  pajTnent  was  not  made,  the  plaintiff  demanded  posses- 
sion of  the  truck,  which  was  refused.  The  onl)^  question  is,  whether  the 
assignment  from  Wise  to  the  plaintiff  should  have  been  recorded  in  accord- 
ance with  the  provisions  of  R.  L.,  c.  198,  §  1,  as  amended  by  St.  1915, 
c.  226. 

It  has  long  been  settled  .in  this  Commonwealth  that  a  sale  and  delivery 
of  chattels  on  condition  that  the  property  is  not  to  vest  until  the  purchase 
price  is  paid  does  not  pass  title  to  the  vendee.  Coggill  r.  Hartford  «S:  New 
Haven  R.R.,  3  Gray,  545;  Sargent  v.  Metcalf,  5  Gray,  30G;  Blanchard  r. 
Child,  7  Gray,  155;  Deshon  v.  Bigelow,  8  Gray,  159;  Nichols  ;•.  Ashton, 
155  Mass.  205. 

The  conditional  sale  to  Travers  vestrd  in  him  a  special  jiropcrly  in  tlio 
truck  which  he  could  sell  or  mortgage.  Hurnanen  r.  Xicksa,  228  Mass. 
34G,  350.  Yet  the  general  ownership  and  title  remained  in  Wise,  and  was 
subject  to  be  defeated  only  by  the  performance  by  Travers  of  his  agree- 
ment. After  the  conditional  sale  to  Travers,  Wise  continued  to  be  the 
general  owner  of  the  truck,  and  could  sell  or  mortgage  his  interest  therein. 
Applcton  V.  Bancroft,  10  Met.  231. 

The  assignment  from  Wise  to  the  i)laintitT  transferred  all  his  "interest 
ill  the  |)roporty"  described  in  the  agreement  of  conditional  sale;  it  trans- 
ferred the  legal  title  to  the  truck,  subject  to  the  right  of  redemi^tion  by 
'i'ravers.  It  was  in  eff(>ct  a  bill  of  sale,  and  as  it  was  given  as  security  for 
the  payment  of  a  delit  it  (•on>tiliite(l  a  inortgage.  Taber  r.  llanilin,  '.i? 
Mass.  489.  It  is  a  bill  of  sale,  as  tliose  words  are  used  in  St.  1915,  c.  22(), 
and  as  it  wa.s  not  recorded  as  provided  l)y  tlie  statute,  it  was  not  valid  as 
against  the  defendant. 

The  case  of  Marsh  r.  WOikIIhiin-,   1    Mel.    liill,  related  to  a  condilional 
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.assignment  of  a  chose  in  action,  and  is  not  applicable  to  a  specific  article 
of  personal  property  which  is  susceptible  of  delivery,  although  delivery 
cannot  be  made  because  it  is  in  the  possession  of  a  third  person,  under  an 
agreement,  lien  or  pledge. 

In  accordance  with  the  terms  of  the  report,  judgment  must  be  entered 
"for  the  defendant  with  costs  and  an  order  for  the  return  of  the  truck." 

So  ordered. 

C.  M.  Thayer,  F.  S.  Smith,  Jr.,  G.  A.  Gaskill  and  ./.  0.  Sibley  for 
plaintiff. 

R.  B.  Dodge  and  A.  T.  Saunders  for  defendant. 

(Mass.  Reports,  Vol.  2.33,  p.  16.) 
Julius  A.  Koltin  v.  Geokge  H.  Brown. 
Suffolk.  March  7,  1919,  to  April  17,  1919. 

Present:  Rugg,  C.J.,  DeCourcy,  Crosby,  Pierce,  and  Carroll,  J.J. 

.S^nall  Loans  Act  —  Bills  and  Notes,  Consideration,  Payment  —  Waiver. 

Where  one,  who  was  not  engaged  in  the  business  of  making  small  loans,  lent  a  sum 
of  money  less  than  $1,000  to  a  corporation  and  received  therefor  a  note  of  the 
corporation,  payable  in  two  months  and  indorsed  by  one  B  and  another, 
which  was  renewed  five  times  by  the  giving  of  a  new  note  with  the  same  in- 
dorsements for  the  balance  then  due  and  the  payment  of  interest  in  advance 
on  each  renewal  note  at  the  rate  of  3  per  cent  per  month;  and  where  there 
were  five  further  renewals  of  respective  balances  due  upon  the  loan  by  notes 
of  B  only,  to  which  neither  the  corporation  nor  the  other  indorser  was  a  party, 
payments  in  advance  of  interest  at  3  per  cent  per  month  being  made  at  each 
renewal,  the  giAdng  of  the  renewal  notes  from  time  to  time  did  not  constitute 
new  loans  under  the  provision  of  section  51  of  the  Small  Loans  Act,  R.  L.,  c. 
102 ;  and  the  payments  on  account  of  principal  and  interest  must  be  treated 
as  payments  on  account  of  the  original  loan  and  not  as  independent  trans- 
actions. 

Where,  in  an  action  on  the  last  note  given  as  above  described,  it  appeared  that, 
pre^dous  to  the  giving  of  the  note,  the  sum  of  all  payments  on  account  of  prin- 
cipal and  of  the  respective  payments  of  interest  in  excess  of  18  per  cent  per 
annum  was  sufficient  fully  to  pay  the  original  loan,  the  provisions  of  section 
51  of  the  act  applied,  and  it  was  held  that,  when  the  note  in  suit  was  given, 
the  debt  already  had  been  discharged,  so  that  the  note  was  without  con- 
sideration and  judgment  must  be  entered  for  the  defendant. 

The  circumstance  that  B  was  not  the  maker  of  the  first  six  notes  was  not  material, 
since  as  indorser  he  was  liable  thereon,  and  was  liable  as  maker  upon  the  later 
notes. 

There  was  nothing  in  the  circumstances  above  described  which  would  warrant  a 
finding  that  B  had  waived  his  right  under  the  statute  by  the  executing  and 
delivering  of  the  last  note,  because  at  the  time  he  did  so  there  was  no  debt  in 
existence. 

It  also  was  held  to  be  immaterial  that  the  payments  which  amounted  to  a  sufficient 
sum  to  discharge  the  original  loan  had  been  made  by  different  persons  liable 
for  the  amount  borrowed. 
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Contract  upon  a  promisson'  note  for  S150.  Writ  in  tlie  Municipal 
Court  of  the  City  of  Boston  dated  Jan.  4,  1918. 

The  facts  which  appeared  at  the  trial  in  the  municipal  court,  and  also 
the  questions  of  law  there  raised,  are  described  in  the  opinion.  The  trial 
judge  found  for  the  defendant,  and,  at  the  request  of  the  plaintiff,  re- 
ported the  case  to  the  Appellate  Division.  The  Appellate  Division 
ordered  judgment  to  be  entered  for  the  plaintiff.    The  defendant  appealed. 

Section  51  of  R.  L.,  c.  102,  knoA\-n  as  the  Small  Loans  Act,  is  as  follows:  — 

A  loan  of  less  than  one  thousand  dollars  shall  be  discharged  upon  pa>Tnent  or 
tender  by  the  debtor  of  the  principal  sum  actually  borrowed  and  interest  at  the 
rate  of  eighteen  per  cent  per  annum  from  the  time  said  money  was  borrowed  and 
a  siam  not  exceeding  five  dollars  for  the  actual  expenses  of  making  and  securing  the 
loan;  but  the  lender  shall  be  entitled  to  interest  for  six  months  at  said  rate  if  the 
debt  is  paid  before  the  expiration  of  that  period.  All  pajTiients  in  excess  of  said 
rate  shall  Ise  applied  to  the  discharge  of  the  principal,  and  the  borrower  shall  be 
obliged  to  pay  or  tender  only  the  balance  of  the  principal  and  interest,  at  said 
rate,  due  after  such  application. 

TT^.  R.  Scarritt,  Jr.,  for  the  defendant. 

H.  C.  Dxmhar  for  the  plaintiff. 

Crosby,  J.  This  is  an  action  on  a  promissory  note  made  by  the 
defendant  and  delivered  to  one  Rubenstein,  who  transferred  it  to  the 
plaintiff  after  maturity.    The  defence  is  want  of  consideration. 

The  history  of  the  transaction  between  the  two  parties,  so  far  as  mate- 
rial to  the  determination  of  the  issue  involved,  is  as  follows:  On  March  1, 
1915,  a  corporation  known  as  the  Dinsmore  Power  Process  Company  bor- 
rowed So90  from  Rubenstein  and  gave  to  him  its  promissory  note  for  that 
amount  payable  to  his  order  in  two  months.  The  note  was  indorsed  bj' 
the  defendant  and  also  by  one  ^lintz.  This  note  was  renewed  five  tinier, 
and  a  new  note  was  given  upon  each  renewal  for  the  balance  then  due; 
the  interest  on  the  new  note  was  paid  in  advance  by  the  maker  at  the 
rate  of  .3  per  cent  a  month,  and  the  old  note  was  delivered  up  to  the 
maker  for  cancellation.  On  all  the  notes  above  rrforred  to  the  defendant 
and  Mintz  were  indorsers. 

On  March  6,  1916,  a  note  was  given  to  Rubenstein  for  the  amount 
then  due.  The  defendant,  Brown,  was  the  maker  of  this  note,  but  it  was 
not  indorsed  by  Mintz  nor  was  the  Dinsmore  Power  Process  Comiiany 
a  party  to  it.  There  were  five  renewals  of  this  note  so  given  by  the  de- 
fendant, of  which  the  one  in  suit  is  the  la.st.  At  the  time  of  these  renewals 
the  old  note  was  delivered  up  and  a  new  note  given  for  the  amount  then 
due.  Payments  were  made  from  time  to  lime  upon  the  iirii\ci]ial  of  the 
loan,  and  at  the  time  of  each  renewal  (he  iiiten>st  on  the  new  note  was 
paid  in  advance.  TIh'  rnlirc  ;iiiiniiiit  df  tlir  inli'i-i'>t  p:iym('iit>  upon  tlu> 
twelve  n(jtes  so  given  ;iiii()iiiilcil  to  sjsCi.so.  mikI  llic  ciiliic  aiuuunl  ol 
the  payments  on  a('c<iiiiit  of  iirincip.il  .■imoimtcd  lo  Si  10.  It  was  agreed 
before  the  trial  judge  Ihat  "tiie  sum  of  that  portion  of  the  resjiective  in- 
terest i)ayments  (except  the  last  jiayment  of  Si)  on  the  note  in  suit,  which 
it  is  contended  l)y  the  plaintiff  is  williin  the  statutory  mininuun)  in  excess 
of  18  per  cent  ]ier  amnmi  ujion  the  amoimt,  and  for  (he  i)criod  for  which 
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each  interest  payment  was  made,  is  sufficient,  if  it  should  be  appUed  to 
the  note  in  suit,  to  fully  pay  the  same."  As  it  is  admitted  by  the  plaintiff 
that  the  total  payments  made  upon  the  loan  by  all  the  different  parties 
liable  on  the  notes  were  in  excess  of  the  amount  required  by  R.  L.,  c.  102, 
sec.  51,  to  discharge  the  loan,  it  is  the  contention  of  the  defendant  that 
the  loan  was  fully  discharged  before  the  note  in  question  was  given,  and 
that  it  was  without  consideration;  and  having  been  acquired  by  the 
plaintiff  after  maturity,  the  defendant  is  not  liable  thereon.  It  is  the 
contention  of  the  plaintiff  that  the  statute  is  not  applicable  to  the  case 
at  bar. 

While  the  questions  presented  have  not  been  previously  considered  by 
this  court,  we  are  of  opinion  that  it  was  the  intention  of  the  Legislature, 
as  expressed  in  the  statute,  to  make  it  applicable  to  loans  of  this  kind. 
Under  the  statute,  the  giving  of  the  notes  from  time  to  time  for  the  amount 
then  due  did  not  constitute  in  each  instance  a  new  loan.  The  payments 
on  account  of  principal  and  interest  are  to  be  treated  as  payments  on 
account  of  the  original  loan,  and  not  as  separate  and  independent  trans- 
actions. All  the  payments  were  made  on  account  of  the  original  sum 
borrowed;  and,  as  the  loan  was  for  less  than  $1,000,  and  there  has  been 
paid  on  account  thereof  a  sum  exceeding  the  amount  actually  borrowed, 
and  a  sum  equal  to  $5  for  the  actual  expenses  of  making  and  securing  the 
loan,  it  follows  that  when  the  note  in  suit  was  given  the  debt  had  been 
discharged;  and  as  the  note  is  without  consideration  no  legal  liability  is 
imposed  upon  the  defendant.  The  circumstance  that  the  defendant  was 
not  the  maker  of  the  first  six  notes  cannot  affect  the  conclusion  reached; 
as  an  indorser  of  these  notes  he  was  liable  thereon,  and  as  to  all  subse- 
quent nt)tes  except  the  last  he  was  primarily  liable  as  maker. 

It  could  not  properly  be  found  that  there  was  a  waiver  by  the  borrower 
of  any  rights  given  by  the  statute.  Undoubtedly  the  borrower  could 
waive  his  rights  if  he  saw  fit  to  do  so,  as  the  statute  was  intended  for  his 
benefit.  Reed  v.  Boston  Loan  Co.,  160  Mass.  237;  Shawmut  Commercial 
Paper  Co.  v.  Brigham,  211  Mass.  72.  In  Spofford  v.  State  Loan  Co.,  208 
Mass.  84,  it  was  held  that  where  a  borrower  executed  to  the  lender  a 
release  of  all  his  rights  under  the  statute  he  was  bound  thereby.  That  case 
is  not  an  authority  in  favor  of  the  plaintiff.  Shawmut  Commercial  Paper 
Co.  V.  Brigham,  supra,  does  not  support  the  plaintiff's  contention.  In 
that  case  the  borrower  had  not  paid  or  tendered  the  full  amount  of  the 
loan,  and  therefore  could  not  take  advantage  of  the  statute.  In  the  pres- 
ent case  the  note  had  been  paid  in  full  under  the  statute  before  the  last 
note  was  given. 

It  being  admitted  that  the  lender  has  received  payments  sufficient  to 
discharge  the  loan  under  the  statute,  it  is  immaterial  that  such  payments 
have  been  made  by  different  persons  liable  for  the  amount  borrowed. 

It  follows  that  the  order  of  the  Appellate  Division,  that  judgment  be 
entered  for  the  plaintiff  for  the  amount  therein  stated  with  interest,  must 
be  reversed  and  judgment  entered  for  the  defendant. 

So  ordered. 
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CoMPAR.\TivE  Figures  for  the  Past  Fi^e  Years. 

June  16,  1916,  the  3  per  cent  law  was  passed,  and  soon  its 
effect  upon  the  unsecured  loan  agencies  was  evident. 

At  the  time  the  3  per  cent  law  was  passed  it  practically 
sounded  the  death  knell  of  the  unsecured,  or  salary,  loans,  as 
the  figures  for  the  past  five  years  clearly  show.  In  the  spring 
of  1917  about  thirty  lenders  engaged  in  making  that  class  of 
loans  retired  from  the  business,  finding  the  3  per  cent  interest 
rate  without  security  a  losing  proposition. 

In  1916  there  were  but  9  ^Morris  plan  companies  in  the  State, 
but  a  year  later  the  number  was  increased  to  17,  which  is  the 
number  of  such  companies  now  doing  business  in  the  State. 

The  Collateral  Loan  Company,  a  chartered  organization,  is 
a  remedial  company  whose  business  is  different  from  the  other 
companies,  as  its  loans  are  made  upon  pawns  entirely.  In  this 
respect  it  does  the  largest  business  of  the  kind  in  the  State,  and 
loans  its  money  at  the  interest  rate  of  1  per  cent  per  month. 

The  total  number  of  loans  for  1920,  made  by  licensed  money 
lenders  and  two  chartered  companies,  amount  to  $4,795,027.7."). 
clearly  indicating  the  demand  for  small  loans.  The  figures 
$940,213.95,  representing  the  amount  of  secured  loans  for 
1920,  do  not  repre.-;ent  all  that  class  of  loans,  for  many  such 
are  made  by  tlie  ^Morris  jilan  companies. 

Loavs  OutMmulmg,  c'.c,  CJiarlcrcd  and  Llccui^cd  Loan  Agoicia^. 


Loans  Outstandino 

Morris  Plan 
Companies. 

Other  Lenders. 

Colliitoral  Loan 
Company. 
Loiins  0\it- 

8tnndini; 
Dceember  31. 

Decembeh  31  — 

Secured. 

Unsecured. 

1916. 

Number 

Amount 

1917. 

Number 

Amount 

1918. 

Number 

Amount 

1919. 

Number 

Amount 

1920. 

Niiml)er 

Amount 

Workinit  ciipitui  Dee.  .31,  1020, 

IxiaiiH     made     durinK     twelve 

montbH  eniiinK  Due.  31,  10120. 

10,230 
51,145,060 

23,158 
$2,'I0S,040 

21.777 
$2,015,582 

21.350 
S2.437,352 

10,727 
$2,400,482 

SI  .800.472  14 
S2.047.080  03 

10.081 
8704,1174  40 

18,110 
S810.608  74 

10,577 
S815.833  20 

18.240 
S834.500  02 

10.750 
S004.803  10 

S000.703  07 
S04O.213  OS 

37,421 

5075.003  80 

15.108 
S344.201  00 

13.735 
S304.807  31 

11.000 

8200.004  15 

0.805 
S320.030  11 

8341.251  01 
$007,127  17 

45.037 
81,124.5$!   14 

44,124 
$1,180,420  30 

42.274 
$1,118,327  41 

30.005 
81,045,741  25 

40.801 
81.284.330  17 

81.302,000  00 
$2,004,700  10 
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Loan  Agencies  in  Boston  doing  Both  Secured  and  Uiisecvred  Bnsi'iie.' 


Working 

Capital 

Dec.  31, 

1920. 

Loans 
out- 
standing 
Dec.  31, 
1920. 

Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1920. 

Interest 

from 
Jan. 1  to 

Dec.  31, 
1920. 

Net 
Expenses 

from 
Jan.  1  to 
Dec.  31, 

1920. 

Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1920. 

Losses 
charged 
off  from 
Jan.  1 
to  Dec. 
31,  1920. 

Net 
Income. 

842,000  00 

j  $1,682  64 

$2,497  70 

$649  71 

$354  48 

$349  17 

None 

$53  941 

Unsecured. 

139,331  15 

50,566  02 

12,514  56 

6,109  46 

4,487  61 

$465  37 

1,452  12 

Secured. 

15,614  89 

[    2,040  00 

3,987  00 

442  43 

376  29 

None 

None 

66  14 

Unsecured. 

1 14,544  86 

29,858  80 

3,256  68 

2,115  20 

None 

80  00 

1,061  48 

Secured. 

14,100  00 

f   3,825  00 
1   5,440  00 

4,025  00 
5,765  00 

60  85 

89  35 

898  20 
1,789  15 

174  50 
345  50 

None 

None 

1,011  85 > 
2,045  30' 

Unsecured. 
Secured. 

23,019  00 

1    1,464  13 
[  20,987  64 

950  00 

231  67 

206  19 

12150 

None 

96  021 

Unsecured. 

12,660  06 

5,773  64 

2,924  45 

1,998  50 

None 

850  69 

Secured. 

f      164  35 

43  35 

20  71 

34  70 

9615 

12  95 

123  09' 

Unsecured. 

3,000  00 

[   5,100  11 

1,300  26 

320  66 

1,160  58 

2,303  85 

None 

3,143,771 

Secured. 

67,114  58 

f  24,568  01 
[   9,36150 

21,773  93 
19,825  19 

3,638  06 
1,529  54 

5,319  47 
2,572  10 

1,458  81 
621  19 

None 
None 

3,140  221 
1,663  75' 

Unsecured. 
Secured. 

14,289  38 

[    2,067  66 
[    1,197  30 

9,846  00 
2,380  50 

533  19 
307  46 

1,321  73 
773  19 

728  15 
271  85 

34  65 
216  34 

1,551  341 

953  92 ' 

Unsecured. 
Secured. 

20,000  00 

[    7,298  29 
1      507  01 

40,661  45 
6,185  17 

1,788  67 
697  43 

1,021  37 
379  10 

902  47 
16121 

None 
None 

135  17' 
157  12 

Unsecured. 
Secured. 

S199,137  85 

fS43,128  08 
1  96,469  57 

$83,784  43 
128,541  00 

$7,365  29 
24,489  32 

$9,532  43 
17,823  23 

$3,830  75 
10,189  71 

$47  60 
76171 

$6,045  491 
4,285  331 

Unsecured. 
Secured. 

Deficit. 


Loan  Agencies  in  Boston  doing  Secured  Business. 


Working 

Capital 

Dec.  31, 

1920. 

Loans 
outstand- 
ing Dec. 
31,  1920. 

Loans 

made  from 

Jan. 1  to 

Dec.  31, 

1920. 

Interest 
from  Jan. 
1  to  Deo. 

31,  1920. 

Net 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1920. 

Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1920. 

Losses 
charged 
off  from 
Jan.  1  to 
Dec.  31, 
1920. 

Net 
Income. 

$135,000  00 
26,800  00 
38,500  00 
25,000  00 
48,000  00 
26,086  74 
20,898  94 
17,500  00 
24,000  00 
3,530  00 

$185,511  00 
27,554  52 
32,841  22 
24,282  40 
56,295  85 
12,406  74 
20,381  17 
17,212  65 
23,543  14 
4,444  14 

$148,855  17 

30,730  62 

50,083  74 

30,719  28 

48,654  00 

17,194  00 

6,324  04 

9,500  00 

23,598  01 

3,450  00 

$20,843  34 
9,821.72 

10,123  53 
5,999  30 

18,733  42 
3,573  58 
3,802  56 
5,145  82 
2,503  11 
368  04 

$14,794  44 
3,173  29 
5,977  95 
4,266  06 
8,956  84 
2,877  78 
1,334  89 
4,947  55 
733  00 
527  24 

$5,153  06 
5,300  00 
3,300  00 
2,650  00 
6,400  00 
1,300  00 

None 
1,300  00 

None 
223  49 

$486  67 

39  28 

98  72 

9  00 

525  00 

266  00 

None 

.     150  00 

1,144  70 

None 

$409  17 
1,309  15 
746  86 
925  761 
2,851  58 
870  201 
2,467  67 
1,251  731 
625  41 
382  691 

$365,315  68 

$404,472  84 

$369,108  86 

$80,914  42 

$47,589  04 

$25,626  55 

$2,719  37 

$4,979  46 

1  Deficit. 
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Loan  Agencies  doing  Secured  Business  outside  of  Boston. 


Working 

Capital 

Dec.  31, 

1920. 


Loans 
outstand- 
ing Dec. 
31,  1920. 


Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1920. 


Interest 
from  Jan. 
1  to  Dec. 

31,  1920. 


Xet 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1920. 


Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1920. 


Losses 
charged 
off  from 
Jan.  1  to 
Dec.  31, 
1920. 


Net 
Income. 


86,805  00 
125,960  43 

25,000  00 
7,000  00 
9,201  78 

29,700  00 
3,859  11 


53,509  70 
141,219  54 

7,849  50 
13,472  04 

5,200  87 
34,946  77 

2,511  96 


§5,777  50 
104,778  03 

13,244  38 
1,975  00 
6,380  00 

26,107  00 
3,005  00 


S502  50 

30,594  09 

881  94 

2,693  02 

2,832  36 

8,013  06 

676  23 


S283  95 

9,770  98 

330  00 

2,506  29 

1,364  20 

2,788  49 

389  10 


$360  00 
2,600  00 
None 
None 
None 
1,983  36 
410  00 


None 
S177  17 
None 
None 
None 
155  58 
None 


$141  45 1 

18,045  94 

551  94 

186  73 

1,468  16 

3,085  63 

122  871 


§207,526  32    S208,710  28 


•5161,266  91 


S46,193  20  I   517,433  01      $5,353  36  |      $332  75  !  523,074  08 


»  Deficit. 


FRANK  H.   rOPE. 
Supervisor  of  Loan  Agencies. 
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ANNUAL  REPORTS   OF  CHARTERED 
COMPANIES. 


Collateral  Loan  Company. 
Loans  outstanding  Sept.  30,  1920, 
Assets,  .... 
Amount  of  loans  made. 
Number  of  loans  made. 
Average  size  of  loan,  . 
Average  income  of  loan, 
Average  cost  of  loan. 

Total  income. 
Total  expense. 

In  favor  of  income. 


.  $1,356,351  67 

.  $1,649,084  21 

.  $3,202,150  13 

67,392 

$47  52 

$2  20 

$2  14 

.  $147,980  36 

144,472  00 

5,508  36 


Expenses  itemized :  — 

Salaries, $12,830  00 

Wages, $16,255  46 

Taxes, S30,286  23 

Dividends, $80,449  25 

Remainder  in  other  items, $4,651  06 

Number  of  salaried  persons, 3 

Average  salary  per  year, $4,466  67 

Number  of  wage  earners, 17 

Average  wage  per  j^ear, $956  20 

Workingmen's  Loan  Association. 

Loans  outstanding  Sept.  30,  1920,  .       .       .       .       .       .  $231,027  53 

Assets, $281,924  69 

Amount  of  loans  made, $198,755  94 

Number  of  loans  made, 1,904 

Average  size  of  loan,  .        .        .      ■ $104  39 

Average  income  of  loan, $17  60 

Average  cost  of  loan, $16  44 

.Total  income, $33,505  82 

Total  expense, 31,306  51 

In  favor  of  income, $2,199  31 
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Expenses  itemized : 

Rent, 

Salaries, 

Wages, 

Taxes, 

DiWdends, 

Remainder  in  other  items, 
Number  of  salaried  persons, 
Average  salary  per  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year. 


SI, 764  00 
S5,S11  19 
SS,814  17 
S2,713  90 
S7,oOO  00 
84,703  25 
2 

82,699  97 

8 
81,101  77 


Worcester  Collateral  Loan  Associ 
Loans  outstanding  Sept.  30,  1920, 
Assets,  .... 
Amount  of  loans  made. 
Number  of  loans  made. 
Average  size  of  loan,  . 
Average  income  of  loan. 
Average  cost  of  loan,  . 

Total  income. 
Total  expense, 

In  favor  of  income, 


.\TIOX. 


8102,076  51 

8111,465  98 

8122,879  32 

1,571 

878  22 

811  61 

89  75 

818,239  47 
15,315  71 

82,923  76 


Expenses  itemized :  — 

Rent, 

Salaries, 

Wages, 

Taxes, 

Dividends, 

Remainder  in  (itlui'  itcMus, 
Number  of  salaried  persons, 
Average  salary  i)er  year,    . 
Number  of  wage  earners,  . 
Average  wage  per  year, 


8771  72 

82,250  00 

82,734  34 

81.2S5  21 

84,914  00 

83,360  44 

I 

82.250  (U) 
•  > 

81.271  00 
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REPORT 


Office  of  the  Supervisor  of  Loan  Agencies, 
Room  102,  State  House,  Boston. 

To  the  Commissioner  of  Banks. 

Sir:  —  Herewith  I  submit  the  eleventh  annual  report  of  the 
Supervisor  of  Loan  Agencies. 

Attempt  to  amend  the  Rate. 

There  was  introduced  into  the  Legislature  a  bill  to  amend 
the  Small  Loans  Law. 

The  bill  provided  for  three  amendments:  an  increase  in  the 
rate  of  interest  for  small  loans  from  3  to  3|  per  cent;  that  the 
borrower,  in  case  of  chattel  mortgages,  should  pay  the  record- 
ing fee;  that  an  assignment  of  wages  need  not  necessarily  be 
accepted  by  an  employer,  but  that  the  delivery  of  a  copy  of 
the  assignment,  or  order,  should  meet  the  legal  requirements. 

These  changes  were  suggested  for  the  following  reasons:  — 

In  1908  the  loan  shark  evil  throughout  the  country  had 
grown  to  such  proportions,  and  had  become  such  a  notorious 
evil,  that  the  Russell  Sage  Foundation  of  New  York  decided 
to  make  a  general  investigation  to  ascertain  how  that  evil 
could  be  lessened  and  the  loan  shark  business  brought  under 
proper  control.  It  recognized,  as  its  reports  show,  that  there 
was  a  vast  amount  of  necessitous  borrowing,  and  that  there 
was  vital  need  for  the  making  of  small  loans.  The  first  thought 
of  the  Foundation  was,  what  rate  of  interest  could  be  estab- 
lished to  attract  capital  which  w^ould  conduct  the  business 
along  legitimate  lines. 

The  Foundation's  representatives  in  the  investigation  started 
with  the  thought  that  2  per  cent  per  month  would  be  sufficient. 
As  the  investigation  proceeded  the  rate  rose  to  2^  per  cent,  and 
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in  1916  they  had  reached  the  conclusion  that  3  per  cent  per 
month  was  proper.  Arthur  H.  Ham,  representing  the  Founda- 
tion, came  before  our  Legislature  in  1916  and  presented  his 
belief  that  3  per  cent  per  month  was  sufficient,  but  the  Founda- 
tion had  not  finished  its  investigation.  A  year  later  it  decided 
that  the  proper  rate  was  3^  per  cent,  and  it  declared  that  to  be 
the  "scientific  rate,"  based  upon  what  it  termed  a  scientific 
investigation  of  the  subject-matter. 

Prior  to  1920  the  rate  for  recording  chattel  mortgages  was 
75  cents.  In  some  instances  one  record  is  made,  in  others  two, 
in  accordance  with  the  legal  provisions.  In  1920  the  Legisla- 
ture authorized  town  and  city  clerks  to  raise  the  rate  of  record- 
ing from  75  cents  to  $2,  which  placed  such  an  extra  expense 
upon  the  licensed  money  lenders  that  they  absolutely  refused 
to  make  the  small  loans  which  they  had  been  accustomed  to 
make.  For  instance,  a  necessitous  borrower  desired  to  borrow 
$dO.  The  interest  on  that  per  month  under  the  existing  rate 
would  be  $1.50,  the  expense  of  recording  it  once  would  be  S2; 
if  it  were  necessary  to  record  it  twice,  the  expense  would  be  84; 
therefore,  in  either  event  it  would  be  a  losing  proposition. 

If  a  borrower  desired  $100  for  a  month,  the  interest  would 
be  $3,  and  if  the  mortgage  had  to  be  recorded  once,  it  would 
take  two-thirds  of  the  interest  to  meet  the  requirement;  there- 
fore, the  lender  was  reducing  his  rate  to  1  per  cent  per  month. 
If  it  were  a  case  where  the  mortgage  had  to  be  recorded  twice, 
the  loan  would  not  be  made  as  it  would  be  a  losing  venture. 

The  only  way  under  the  circumstances  by  which  a  really 
needy  applicant  could  be  accommodated  by  the  licensed  money 
lender  would  be  to  have  the  aj)plicant  borrow  a  larger  amount 
than  he  really  needed,  or  to  have  a  smaller  amount  extend  over 
several  months  instead  of  one,  in  order  that  the  lender  might 
be  reimbursed  for  the  extra  expense  thus  created.  It  is  obvious 
that  this  worked  a  liurdship  upon  tlu-  borrower,  and  it  was 
thought  better  for  his  interest,  and  for  all  concerned,  that  he, 
as  in  the  case  of  other  classes  of  mortgage,  pay  the  cost  of  re- 
(•o^(liIl^^  and  ihaf  expense  conld  ihiis  be  taken  care  ot  and  he 
not  be  deprix'ed  of  an  opportunity  to  eli'ect  a  loan. 

In  the  making  of  assignment  of  wages  it  is  now  neeessary 
that   the  assignment  be  accepted   in   writing  by   the  employer. 
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There  are  many  large  concerns  which  have  an  inflexible  rule 
that  no  assignments  will  be  accepted;  therefore,  all  their  em- 
ployees are  debarred  from  making  an  assignment  of  wages  for 
a  necessitous  loan  however  urgent  a  case  may  be.  The  bill 
provided  that  the  mere  notification  to  an  employer,  instead  of 
the  assignment  being  accepted  in  writing,  would  be  sufficient. 
Many  small  concerns  whose  employees  have  been  borrowers 
have  not  objected  giving  their  consent  in  writing,  but  the  atti- 
tude of  the  large  concerns  prevented  their  employees  from  bor- 
rowing from  a  licensed  money  lender  to  meet  necessitous  de- 
mands w^hich  might  be  created  through  sickness,  accident,  or 
other  causes. 

The  committee  on  legal  affairs,  before  which  the  bill  was 
heard,  reported  "leave  to  withdraw." 

Liberty  Bonds. 

In  the  early  part  of  the  year  Henry  Van  Dam  and  Harry 
Bornstein,  the  latter  representing  the  Realty  Investment  Com- 
pany (both  Van  Dam  and  the  company  being  licensed  money 
lenders  as  well  as  licensed  pawnbrokers),  sought  to  have  this 
Bureau  make  an  increase  in  the  rate  of  interest  allowed  on 
Liberty  Bonds.  This  was  the  second  request  of  that  kind 
which  had  been  made. 

In  December,  1918,  the  police  departments  which  enforce 
the  rules  and  regulations,  or  the  ordinances  of  cities  in  the  Com- 
monwealth where  pawnbrokers  are  licensed,  were  notified  that 
a  change  had  been  decided  upon  in  the  rate  of  interest  to  be 
charged  where  Liberty  Bonds  were  accepted  as  pawns.  The 
interest  rates  for  pawnbrokers  licensed  by  such  municipalities 
must,  under  the  law,  be  acceptable  to  this  Bureau,  and  in  1912 
rates  were  established  by  the  then  department  of  the  Super- 
visor of  Loan  Agencies  for  all  licensed  pawnbrokers  in  the 
Commonwealth.  In  1918,  taking  into  consideration  the  abso- 
lute safety  of  Liberty  Bonds  as  a  security,  it  was  decided  by 
this  department  that  under  the  circumstances  there  should  be  a 
lowering  of  the  rate  both  for  pawnbrokers  and  for  licensed 
money  lenders,  and,  therefore,  a  rule  was  issued  that  there- 
after the  rate  should  not  exceed  1  per  cent  per  month. 
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The  applicants  for  an  increase  in  rate  based  much  of  their 
argument  upon  the  high  rate  of  interest  which  they  had  to  pay 
the  banks  for  money  borrowed  with  which  to  conduct  their 
business.  As  the  tendency  of  the  interest  rate  seemed  to  be 
downward,  it  was  decided  to  wait  a  while  and  see  whether  that 
tendency  continued,  and  also  to  ascertain  to  what  extent  Lib- 
erty Bonds  were  being  pawned  and  to  what  degree  money  was 
being  borrowed  upon  them  through  loan  agencies.  In  order  to 
ascertain  the  growth  or  the  decline  in  that  particular  branch 
of  business,  the  following  was  obtained  so  far  as  it  concerned 
the  licensed  money  lender:  — 

Loans,  secured  by  Liberty  Bonds,  made  during  the  Calendar  Years  1918, 
1919,  1920,  by  Licensed  Loan  Agencies. 


Year. 


Xuinbrr. 


Amount. 


1918 

4,264 

8230,790  00 

1919 

4,056 

220,853  00 

IMO 

l.:43 

67,985  00 

In  order  to  get  specific  information  in  regard  to  loans,  secured 
by  Liberty  Bonds,  made  by  the  Realty  Investment  Com]):iny 
as  a  money  lending  agency  and  the  Boston  Loan  Company, 
pawnbroker  (both  being  virtually  under  one  managemeiit\  and 
to  the  amount  of  business  being  done  in  tluit  Wuv  ))>■  Henry 
Van  Dam  as  a  money  lender  and  ;is  ;i  paw  iihrokci-,  the  loans 
made  by  each  during  the  first  three  months  of  I!tLM  were  com- 
pared with  what  was  done  during  the  corresjionding  period  of 
the  ])rec('diiig  four  years,  th(>  result  being  shown  by  the  follow- 
ing figures:  ■ — 


Veak. 

Kkai.tv    IwiST- 
.Mi;\T   C'OMIVVNV 

(Money  Lknduk)' 

(  'oMI'.VSY 
(PAW.NUliOKEll). 

UlMiV 

\a\  Dam 
Lk.nuek). 

IIknuy  \"a\  Pam 
(1'aw.niiuiikkk). 

Num- 
ber. 

Amount. 

Num- 
ber. 

Amount. 

Num- 
ber. 

Amount. 

Num- 
ber. 

Amount. 

1018   .       .       . 
1010    .       .       . 

1920  .       .       . 

1921  .       .       . 

c— t: 

68 

117 
17 

1 

$2,880  41 

6.127  00 

777  00 

.30  00 

:)3 

«I,7fi7  00 

1 

»30  00 

33 
17 

-1 
-1 

J2.055  00 

825  00 

>  Hocords  for  1918  and  KllO  wi-ri-  not  !i(Trfwililo  lit  Mr.  Nun  Diwn's  Ixtjuiw  n)l)biTs  liiul  .sloli-n 
the  bonds,  iind  records  of  tliem  were  torn  from  his  books. 
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There  had  been  such  a  decided  decrease  in  that  class  of 
loans  made,  it  was  decided  that  no  justifiable  argument  had 
been  presented  from  those  sources  to  warrant  any  increase  in 
the  rate. 

In  order  to  learn  to  what  extent  the  pawnbrokers  in  the 
Commonwealth  had  been  engaging  in  that  class  of  business, 
letters  were  sent  to  Hon.  Edwin  U.  Curtis,  police  commissioner, 
Pemberton  Square,  Boston,  and  to  the  police  departments  of 
Holyoke,  Fall  River,  Lawrence,  Lowell,  New  Bedford,  Spring- 
field and  Worcester. 

Commissioner  Edwin  U.  Curtis  of  the  police  department  of 
Boston  stated  that  it  was  impossible  for  the  department  to 
furnish  the  desired  information;  that  the  records  of  the  pawn- 
ing of  Liberty  Bonds  are  the  daily  reports  of  the  different 
pawnbrokers,  and  are  kept  only  one  year;  and  that  even  for 
1921  it  would  be  necessary  to  go  over  about  800  reports  for 
each  pawnbroker  and  tabulate  the  Liberty  Bonds.  He  stated, 
furthermore,  that  no  other  record  is  kept  of  Liberty  Bonds 
pawned  because,  by  a  decision  of  the  courts,  Liberty  Bonds  are 
negotiable  instruments,  and  even  though  a  stolen  bond  was 
found  in  a  person's  possession,  unless  it  could  be  proved  that 
he  stole  it,  he  could  not  be  held  responsible. 

Other  cities  replied  to  the  effect  that  their  records  were  in- 
sufficient to  give  the  information  desired. 

License  Suspended. 

The  license  of  the  Employees  Discount  Company,  doing 
business  at  28  School  Street,  Boston,  was  indefinitely  suspended 
October  27  because  it  was  charging  interest  in  excess  of  the 
legal  rate,  which,  upon  investigation,  was  found  to  be  but  one 
feature  in  connection  with  the  conduct  of  the  business  in 
violation  of  law  and  in  violation  of  the  rules  and  regulations  of 
this  Bureau.  The  Employees  Discount  Company  has  been 
doing  business  in  this  Commonwealth  since  the  small  loans 
business  w^as  placed  under  State  supervision.  The  first  appli- 
cant for  a  license  was  John  Finkelson,  whose  home  address 
was  given  as  709  41st  Street,  Milwaukee,  Wis.  He  was  the 
applicant  for  two  years,  and  was  the  only  one,  apparently,  who 
was  interested  financially  in  the  business. 
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The  next  owner  of  the  company  was  C.  T.  Davis,  803  Mad- 
ison Street,  Chicago,  III.  There  were  others  whose  names 
appeared  as  having  a  financial  interest  in  the  business,  but 
Davis  was  regarded  as  the  owner  thereof  until  1921,  when 
James  E.  Richards,  231  Martin  Street,  ^Milwaukee,  Wis.,  and 
Charles  T.  Ireland,  289  Havre  Street,  East  Boston,  were  the 
ones  who  were  credited  with  having  money  invested  in  the 
business,  the  latter  having  been  appointed  in  September,  1920, 
as  manager  of  the  business.  The  applicant  that  year  was  W.  J. 
Stoddart,  whose  name  also  appeared  as  one  having  financial 
interest  in  the  company. 

Complaint  was  made  to  this  Bureau  a  few  days  before  the 
license  was  suspended  to  the  eft'ect  that  customers  were  being 
overcharged.  An  investigation  disclosed  that  such  was  the 
fact,  and  to  what  extent  it  had  previously  been  carried  on  was 
not  fully  disclosed  because  of  changes  in  ownership  and  in 
management,  but  from  evidence  introduced  in  the  course  of  the 
investigation  it  would  appear  that  the  method  of  doing  busi- 
ness had  been  practically  the  same  for  some  time.  The  concern 
conducted  its  business  in  such  a  manner  that  a  borrower,  unless 
he  was  somewhat  of  an  expert  at  analysis,  could  not  detect 
that  he  was  overcharged.  The  concern  had  a  regular  schedule 
for  making  loans.  For  instance,  a  850  loan  would  be  paid  in 
twenty-one  weeks  at  S3  per  week,  or  \u  six  months  at  810.55 
per  month;  a  875  loan  would  be  ])ai(l  in  tliirt\ -two  weeks  at 
83  per  week,  or  in  six  iiioiitlis  at  SI"). So  per  iiioiitli,  ami  loans 
of  other  amounts  would  be  settled  along  similar  definite  lines. 
By  this  method  of  oj)eration  the  comi)'iiiy  was  charging  con- 
siderable in  excess  of  the  legal  rate,  i)Ut  the  borrower  knew 
nothing  aiiont  the  rate  of  interest  exacted  because  that  was  a 
matter  ncNcr  brought  to  his  attention.  It  was  so  skillfully 
hidden  in  the  i)artial  payment  system  exoKt'd  that  he  had  no 
way  of  disco\'ering  it. 

As  the  pavnicnls  wci-c  made  easy  for  him  to  meet,  he  felt 
satisfied  that  cxcrytliing  was  being  coiidnctci j  propci'ly,  and 
there  were  nnmeroii^  com|)laints  nnide  by  borrow  i-i's  who  were 
summoned  to  thi>  odice  to  make  statements  regarding  their 
transactions  with  the  company  ix-cause  their  business  dealings 
were  being  inquired  into,  which   they  said  were  perfectly   sat- 
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isfactory  to  them  because  the  accommodation  was  great,  a  neces- 
sitous circumstance  was  met,  and  they  had  no  fault  to  find 
with  the  amount  charged  even  if  it  was  in  excess  of  what  it 
should  have  been.  Such  persons  were  informed  that  it  was  not 
a  question  of  wdiether  they  were  satisfied  but  whether  the 
Employees  Discount  Company  was  doing  business  in  accord- 
ance with  legal  provisions. 

Reports  of  the  company  to  this  office,  which  are  made 
weekly,  were  invariably  made  out  correctly,  and  from  them  it 
appeared  that  all  loans  were  being  made  on  the  installment 
payment  system,  and  that  interest  was  being  charged  at  the 
rate  of  3  per  cent  per  month.  The  reports  of  interest  received 
were  to  the  effect  that  the  regular  interest  rate  was  being 
charged  and  received,  and  so  far  as  the  reports  of  loans  made 
and  loans  discharged  were  concerned,  there  appeared  to  be 
no  irregularity  whatever,  but  investigation  proved  that  those 
reports  were  made  solely  to  be  submitted  to  this  office. 

Evidence  which  was  not  to  be  disputed  was  that  the  com- 
pany kept  two  sets  of  books,  one  ready  to  be  inspected  at  any 
time  by  this  Bureau,  and  the  other  for  the  purpose  of  keeping 
an  accurate  account  of  its  transactions  with  its  customers.  A 
diligent  search  of  the  office  failed  to  disclose  the  private  set  of 
books,  which  would  have  shown  each  individual's  transaction 
and  the  number  of  payments  which  had  been  made,  the  amount 
of  each  payment,  and  what  the  return  to  the  office  would  be 
under  its  illegal  method  of  conducting  the  business.  Reports 
of  the  business  w^ere  sent  frequently  to  the  "home  office," 
which  is  understood  to  have  been  to  Richards,  who,  it  was 
alleged,  was  connected  with  a  chain  of  money-lending  offices, 
but  evidence  to  that  effect  w^as  not  sufficiently  strong  to  war- 
rant the  name  being  mentioned  of  the  owners  of  the  chain. 

Immediately  upon  the  discovery  of  the  methods  of  the  com- 
pany, all  of  its  customers  were  notified  by  this  Bureau  not  to 
make  any  more  payments  without  first  consulting  this  office, 
in  order  that  there  might  be  a  computation  of  the  customer's 
account  so  that  he  might  know  whether  there  was  a  rebate  due 
him  or  what  his  legal  obligation  was.  At  the  close  of  the  year 
many  of  the  accounts  had  not  been  figured,  therefore  not  set- 
tled;   and  no  interest  charge  was  permitted  against  any  cus- 
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tomer  pending  the  time  of  the  notification  sent  him  and  the 
time  when  the  case  was  figured  by  this  office,  in  many  in- 
stances weeks  intervening,  and  in  some  unsettled  cases  contin- 
uing for  many  more  weeks.  In  this  manner  a  large  amount  of 
money  was  saved  the  borrowers  which  would  have  been  paid 
had  the  company  continued  its  former  methods.  The  suspen- 
sion of  the  license  will  not  be  rescinded,  and,  so  far  as  this 
Bureau  is  concerned,  the  company  has  gone  out  of  business  in 
this  Commonwealth. 

Suspension  of  a  license  is  regarded  as  far  more  effective  than 
its  revocation,  because  under  the  latter  the  license  would  be 
surrendered  and  there  would  be  no  further  supervision  of  the 
business  of  a  company,  but  under  indefinite  suspension  super- 
vision is  retained  until  the  expiration  of  the  license  year,  which 
gives  an  opportunity  to  dictate  to  a  great  degree  the  conditions 
under  which  liquidation  shall  take  place,  which  is  more  bene- 
ficial to  the  borrower  than  any  other  method  which  could  be 
utiHzed. 

There  was  no  prosecution  in  this  case  because  the  instigators 
of  the  plan  by  which  the  company  had  been  doing  business 
could  not  be  reached  as  they  were  residing  outside  of  the 
Commonwealth.  While  the  managers  were  culpable,  but  one 
was  residing  within  the  State,  and  that  was  Charles  T.  Ireland, 
who  claimed  that  he  had  a  financial  interest  in  the  business, 
but  his  contention  was  not  regarded  seriously.  A  prosecution 
might  have  resulted  in  a  fine  or  imprisonment  penalty,  but  this 
Bureau  believed  that  better  results  would  accrue  to  the  hun- 
dreds of  the  company's  borrowers  by  taking  the  course  it  did 
and  i)r()tccting  ciicli  indixidnal's  intci'cst,  wliich  conld  nul  li;i\"e 
been  done  so  ell'ectiwly  if  any  other  action  had  been  taken. 
The  methods  of  the  Kini)l(iyees  Discount  Company-  were  given 
much  j)ul)licity,  which  could  I»n1  rcdonnd  to  the  benclit  t)f  the 
borrowing  public,  and  g;i\('  \v;irning  lliat  it  ;ind  those  associated 
with  it  were  not  worthy  of  further  confidence,  v\c\\  though  it 
nii^dil  carr\-  out  its  ;it  one  time  jinnounccd  intention  of  eon- 
tinning  in  the  loan  business,  bnt   nuking  Inans  in  excess  of  S.'iOO. 

The  experience  with  tlu'  Eni|)loyees  Disconiit  ('om|)any  but 
enij)hasi/,es  the  o|)inion  long  held  by  this  Bnrcan  that  it  is  inad- 
visable  to  grant    a    licence   to  a    money-lending  concern   located 
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outside  the  Commonwealth,  because  of  inability  to  get  in  im- 
mediate touch  with  it  in  case  any  matter  arises  which  requires 
consideration.  The  manager  of  an  outside  company  seems  to 
feel  that  he  cannot  make  a  move  or  offer  an  explanation  with- 
out consulting  the  "home  office,"  which  is  a  source  of  annoy- 
ance and  inconvenience  to  this  Bureau  when  matters  requiring 
prompt  attention  ought  to  be  attended  to  immediately. 

Discounting  Loans. 

Practically  a  third  of  the  licensed  money  lenders  of  the  Com- 
monwealth discount  their  loans  at  definite  rates  of  discount. 
The  Morris  Plan  Companies,  with  possibly  a  single  exception, 
began  their  business  by  discounting  at  6  per  cent,  with  a  2  per 
cent  charge  as  an  investigation  fee,  which  in  reality  made  the 
discount  rate  8  per  cent.  They  also  required  2  per  cent  weekly 
repayments,  and  by  this  process,  where  fines  imposed  upon  de- 
linquents are  not  considered,  the  rate  is  19.3  per  cent.  With 
some  of  the  Morris  Plan  Companies  there  have  been  changes 
of  late  in  the  discount  rate,  which  in  certain  instances  has  been 
somewhat  increased  in  order  that  the  business  might  be  suf- 
ficiently profitable,  which  under  the  original  rates,  it  is  asserted, 
was  not  the  result.  Other  licensed  lenders  have  definite  rates  of 
discount  which  apply  to  all  their  loans.  A  few  vary  their 
rates  of  discount  according  to  the  amount  of  the  loan  and  the 
time  for  which  it  is  to  run,  and  under  these  circumstances 
there  is  a  likelihood  of  an  excess  of  the  legal  rate  of  interest 
being  charged  unless  special  care  is  exercised  in  computing  the 
expense  to  the  borrower. 

For  illustration,  a  loan  is  discounted  and  weekly  payments 
agreed  upon,  and  the  loan  is  to  run  for  a  definite  length  of 
time.  The  borrower,  however,  within  a  certain  time  after  the 
contract  has  been  made,  wishes  to  discharge  his  obligation,  not 
desiring  to  wait  until  the  expiration  of  the  time  limit  to  which 
the  lender  is  agreeable.  Then  arises  the  question,  what  amount 
can  the  lender  legally  collect  at  that  time?  The  Massachusetts 
Industrial  Plan,  Inc.,  operates  in  this  manner:  If  a  borrower 
wishes  to  break  his  contract,  the  actual  amount  of  money 
given  to  the  borrower  is  taken  as  the  loan  and  not  the  face  of 
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the  note,  and  interest  is  computed  thereon  at  3  per  cent  per 
month  on  balances;  the  weekly  installment  payments  which 
have  been  made  are  deducted  on  a  monthly  basis.  The  ^Morris 
Plan  Companies  in  certain  instances  have  paid  the  borrower  5 
per  cent  of  the  unpaid  balance  for  the  unexpired  term  as  a 
rebate,  and  by  so  doing  reduce  the  original  discount  rate.  In 
other  instances  they  have  rebated,  basing  their  action  upon  the 
method  adopted  by  insurance  companies  in  rebating  premiums. 

This  is  a  concrete  example  of  the  discounting  method:  A 
loan  agency  discounted  a  note  for  8200  on  Xov.  14,  1921,  at 
12^  per  cent,  the  borrower  having  the  use  of  SI 75  for  the  first 
week  only,  as  the  repayments  agreed  upon  were  S4  per  week. 
The  borrower  paid  for  twelve  weeks,  or  S48,  then  wished  to  dis- 
charge the  loan,  and  the  agency  collected  S142.7o.  making 
S190.75  paid  by  the  borrower  for  §175  for  three  months.  This 
amount  made  the  rate  3  per  cent  per  month,  disregarding  the 
fact  that  installment  payments  had  been  made,  but  the  rate 
actually  charged  Avas  in  excess  of  the  legal  rate  because  of 
those  installment  repayments  and  a  refund  was  due  the  bor- 
rower, and  until  this  refund  had  actually  been  made,  the  total 
cost  to  the  borrower  was  at  the  rate  of  38. 7  per  cent.  If  a 
refund  of  SI. 09  were  made,  the  interest  rate  would  be  exactly 
3  per  cent  per  month.  If  the  contract  had  been  fulfilled,  the 
computation  of  such  a  loan  shows  that  the  expense  to  the  bor- 
rower would  have  been  34.7  per  cent.  By  calculating  according 
to  the  terms  of  the  contract,  the  refund  was  So.(i7.  This 
figure  is  obtained  as  follows:  SI 27  due  on  the  loan  plus  S4.31 
(the  interest  earned  during  the  t\v»'l\e  weeks)  ]>jus  S.").7.") 
(twelve  fifty-seconds  of  SiT),  the  auiouiit  of  tlic  discoimt) 
equals  S137.08,  the  amount  actually  due  ;it  ili;n  time;  sub- 
tracting this  figure  t'r(tiii  8142.75,  tlir  aimuiut  ;i(lu;illy  collt'ctrd. 
leaves  S5.<'i7. 

As  all  such  loans  are  r('])ort('d  weekly  to  this  Bureau  on  bhiuks 
showing  the  rate  of  discount,  the  uuudx'r  of  weeks  tor  which 
till'  loan  is  to  run,  and  tlic  jniouni  of  the  weekly  repayuieuts, 
th<'  circunist.'i  iices  uiuhT  which  the  Io;im  w;is  nwuh'  arc  easily 
C(»uiprchcii(h'<L  Then  when  the  report  i-.  maih'  ol'  the  (h^-charge 
of  such  a  hian,  it  is  at  oiiee  (■(i!iipare<l  with  the  oriuin.-i I  report, 
ami   if  It    is  (liseh.'irgcd   hcfore  the  time  airrccd   iiixm,  it    is  immc- 
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diately  figured  to  ascertain  whether  by  such  settlement  prior 
to  the  time  agreed  upon  the  expense  to  the  borrower  is  within 
the  legal  limit.  One  not  thoroughly  familiar  with  the  intricacies 
of  computing  interest  under  such  circumstances  is  likely  to 
make  a  mistake,  and  it  is  to  avoid  such  a  possibility  that  the 
records  of  these  loans  are  watched  very  carefully  to  see  that 
the  rights  of  the  borrower  are  protected  against  possible  mis- 
takes in  computation. 

Various  Topics. 

In  the  summer  of  1921,  as  the  result  of  careful  consideration 
of  the  advisability  of  so  doing,  there  was  formed  the  Massa- 
chusetts Industrial  Licensed  Lenders  Association.  The  an- 
nounced principal  objects  of  the  association  are  to  improve  the 
small  loans  business;  to  advocate  legislation,  having  the  ap- 
proval of  this  association,  uniform  in  character  and  providing 
for  State  license  and  bond,  a  supervision  and  examination  by 
State  officials;  to  assist  in  the  education  of  the  public  to  the 
service  rendered  by  its  members;  to  obey  the  uniform  loan 
laws  and  police  the  business;  to  regulate  public  advertisements 
and  circulars  so  that  they  shall  be  truthful  and  straightforward; 
to  establish  uniformity  in  forms,  books,  and  accounts  satisfac- 
tory to  the  licensing  officials;  to  maintain  good  relations  with 
all  State  officials  and  their  examiners,  and  deal  with  them 
frankly  in  a  spirit  of  co-operation;  to  assist  and  co-operate 
with  all  members  of  this  association  and  affiliated  State  asso- 
ciations in  respect  to  accurate  credit  information,  and  assist  in 
the  collection  of  accounts,  dealing  with  them  always  in  a 
spirit  of  fraternity  and  helpfulness. 

At  the  meeting  when  the  organization  was  effected  there 
were  represented  twenty-five  industrial  loan  agencies  of  the 
State.  Preceding  the  business  meeting  and  following  the  ban- 
quet, those  present  w^ere  addressed  by  the  Supervisor  of  Loan 
Agencies,  H.  G.  DeWeese,  field  secretary  of  the  American 
Industrial  Licensed  Lenders  Association,  William  E.  Pool  of 
this  city,  and  Edgar  P.  East  of  New  York.  At  the  business 
session  an  executive  committee  was  elected  as  follows:  W.  E. 
Pool,  Boston,  chairman;  Daniel  J.  Wholey,  Lowell,  vice-chair- 
man;   H.  J.  Desormaux,  New  Bedford,  secretary;    George  A. 
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Ingalls,  Boston,  treasurer;  ^Michael  R.  Connelly,  Lynn,  Warren 
J.  Baldwin,  Boston,  and  Edo;ar  P.  East,  New  York.  At  a 
meeting  of  the  directors  held  Dec.  15,  1921,  the  following  reso- 
lution was  passed  by  way  of  preparation  for  another  effort  to 
have  enacted  in  this  Commonwealth  a  3^  per  cent  law  as  ad- 
vocated in  the  Uniform  Loan  Law,  the  sponsor  of  which  is  the 
Russell  Sage  Foundation :  — 

Whereas,  The  Massachusetts  Industrial  Lenders  Association  feels  that 
it  is  desirable  to  have  introduced  at  the  1922  session  of  the  Massachusetts 
Legislature  an  amendment  to  the  present  Small  Loan  Law  in  order  to 
make  it  more  consistent  "with  the  Uniform  Small  Loan  Laws  now  in  opera- 
tion in  a  number  of  States;  therefore  be  it 

Resolved,  That  a  committee,  consisting  of  W.  E.  Pool,  E.  P.  East  and 
H.  J.  Desormaux,  be  appointed  to  confer  "nith  representatives  of  the 
Russell  Sage  Foundation  and  the  officials  of  the  American  Industrial 
Lenders  Association,  and  solicit  their  assistance  and  support  of  the  pro- 
posed amendment;  be  it  further 

Resolved,  That  the  above-named  connnittee  be  and  is  hereby  authorized 
and  empowered  to  act  for  the  Massachusetts  Association  in  connection 
^\•ith  the  amendment  and  take  the  necessarj'  steps  to  further  its  passage; 
be  it  further 

Resolved,  That  as  January-  10  is  the  last  day  on  which  bills  may  be 
introduced  in  the  Massachusetts  General  Assembly,  that  the  secretary  of 
the  Massachusetts  Association  is  hereby  directed  to  inunediately  address 
letters  containing  copies  of  the  above  resolutions  to  the  acting  director 
of  the  Di\ision  of  Remedial  Loans  of  the  Russell  Sage  Foundation,  and  to 
the  general  secretary  of  the  American  Industrial  Lenders  Association. 


An    interesting    comnuuiicatiou    was    recci\"('(j    from    Saimu^l 

Gottlieb,  as  follows:  — 

Samuel  Gottlieh, 

Counsellor  at  Law, 

73  Tremont  Street. 

Boston,  Mass..  May  IJ,  1021. 

Dear  Mu.  Pori::  —  A  company  or  association  engaged  in  the  business 
of  making  loans  of  any  amount  also  makes  many  loans  under  S'M)0.  The 
company  is  not  licensed,  aiid  tlicrcroic  cMiniot  Ictinlly  chaigc  more  than 
12  per  cent  on  loans  of  !530()  or  under. 

The  company  makes  a  ]f)an  of  .S-'JOO  for  Ihrcc  luoiillis  ;iii(l  clinrjics  1  jier 
cent  a  month,  or  ',i  ])er  cent  for  the  three  months.  Tlie  eoin]iany  giv(^s  to 
the  borrower  a  check  for  .S3UU,  and  the  i)orrower  at  once  jiays  to  the  com- 
pany in  cash  the  interest  on  the  loan,  amounting  to  S9.  The  loan  is  to 
nm  for  the  full  tenn  of  three  n\ontlis,  and  there  are  no  jirovisions  for 
weekly  or  monthly  jiayrnent."^. 
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Is  sucli  a  loan  considered  illegal  or  in  violation  of  the  small  loans  statute? 
I  understand  that  you  have  once  expressed  the  opinion  that  such  a  trans- 
action is  illegal  because  the  effect  of  the  transaction  above  explained  is  to 
give  to  the  borrower  $291,  and  to  compel  him  to  pay  |9  on  that  sum  for 
three  months,  so  that  the  rate  of  interest  exceeds  12  per  cent,  in  fact,  I 
believe  you  figured  it  to  be  12.76  per  cent  per  annum. 

I  have  since  been  studying  the  matter,  and  upon  an  examination  of  the 
decisions  of  the  Massachusetts  courts,  found  the  following  language  in 
the  case  of  Agricultural  Bank  v.  Bissell,  12  Pickering  586,  at  589:  — 

Upon  the  other  point  raised,  that  taking  the  interest  in  advance  is  usurious,  we 
think  it  too  well  settled  by  a  series  of  decisions  both  in  this  and  other  States,  to 
be  now  questioned,  that  such  practice  is  not  a  violation  of  the  statute  and  does 
not  render  the  contract  usurious. 

The  great  weight  of  authority  and  decisions  in  other  States  are  in 
accord  with  the  Massachusetts  view  above  quoted. 

I  wonder  whether  or  not  you  consider  the  matter  of  enough  importance 
to  ask  for  an  opinion  from  the  Attorney-General. 

Yours  very  truly, 

Samuel  Gottlieb, 

Frank  H.  Pope,  Esq.,  Supervisor  of  Loan  Agencies, 
State  House,  Boston,  Mass. 

I  deemed  the  matter  hardly  of  sufficient  importance  to  ask 
for  an  opinion  from  the  Attorney-General  as  such  an  issue  had 
not  been  raised  and  brought  to  the  attention  of  this  Bureau, 
and  having  the  behef  that  there  was  no  likehhood  of  an  issue 
of  that  kind  arising.  The  opinion  of  the  Supreme  Court  indi- 
cated that  questions  relative  to  the  making  of  small  loans  was 
long  ago  given  serious  attention  in  this  Commonwealth,  for 
the  transaction  upon  which  the  decision  w^as  based  took  place 
June  2,  1824.  Whether  that  decision  would  be  acceptable  at 
the  present  time  might  be  a  serious  question  in  view  of  the 
phraseology  of  the  Small  Loans  Act,  which  was  enacted  eighty- 
seven  years  after  the  decision  rendered  by  the  Supreme  Court. 


House  Bill  No.  1175  provided  in  section  3,  clause  G,  page  55, 
for  the  exemption  of  security  of  those  corporations  which  needed 
no  further  regulation  because  they  were  all  under  the  super- 
vision of  the  bank  or  insurance  commissioners,  and  named  as 
those  qualified  for  exemption  national  banks.  State  banks, 
trust   companies,    co-operative   banks,   and   credit   unions,    but 
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failed  to  mention  loan  agencies,  although  they  are  under  the 
supervision  of  the  Division  of  Banks  and  Loan  Agencies.  This 
omission  was  called  to  the  attention  of  the  Hon.  Wellington 
Wells,  chairman  of  the  legislative  committee  on  banks  and 
banking,  that  the  mistake  might  be  rectified. 


In  the  course  of  the  year  a  goodly  number  of  individuals 
called  at  this  Bureau  in  regard  to  the  methods  of  dealers  in 
new  and  second-hand  automobiles,  especially  relative  to  the 
rate  of  interest  which  they  charged  their  customers.  The 
custom  was,  and  probably  is,  that  when  a  car  was  sold  to  be 
paid  for  in  installments,  which  transaction  presumably  carried 
with  it  a  satisfactory  profit,  the  seller  would  then  make  out 
notes  for  the  balance,  a  note  to  run  for  one  month,  another  for 
two  months,  another  for  three  months,  another  for  four 
months,  each  note  for  a  similar  amount  upon  which  the  rate  of 
interest  was  2  per  cent  per  month.  It  was  pointed  out  to 
claimants  that  there  was  no  relief  so  far  as  this  office  was  con- 
cerned, because  the  notes  were  based  upon  the  sale  and  had  no 
reference  whatever  or  relationship  to  a  loan,  and  therefore 
this  Bureau  had  no  jurisdiction. 


The  only  decision  rendered  by  the  Supreme  Court  in  the 
course  of  the  year  which  bore  any  relationship  to  the  small 
loans  business  was  the  following:  — 

Clapp  r.  Gardner. 
Ply-viocth.  Jan.  7,  1921. 

Mortgage  —  Foreclosure  —  Failure    of    Mortgagee    to    Disclose    Notice    to 

Person  Entillcd  to  Notice  —  Literal  Compliance  with   Terms  of  Deed, 

hut  Failure  to  Exercise  Diligence  and  Good  Faith  in  Methods  Adopted  — 

Purchase  of  Property  at  Less  than  Actual  Value. 

CRf)suY,  .J.     This  is  a  hill  in  e(iui(y  hrotiKht  to  s<^t  aside  the  foroclosuro 

of  a  mortgage  given  hy  VMvu  .1.  Murphy  to  the  ])laiiititT  Clapp  and  hy 

him  assigned  to  the  defendant,  togeUicr  \\\\\\  the  imic  that  tli(>  mortgage 

was  given  to  secure.     I'hc  note  was  for  .S'-'Od  ainj  was  indorsed  in  blank 

to  the  defendant.     Thr  real  estate  (k'scrihed  in  the  mortgage  w;us  suhjecl 

to  a  prior  mortgage?  for  .Si, (MM).     The  mortgagor  was  admit tt^i  as  a  party 

plaintiff  and  the  case  was  rcfcrnMl  to  a  master,  who  found  that   ;it    the 

time  of  the  assignnifht    ( 'l;ip|i  lold   ili(>  defendant    "lliat    in  case  of  any 

Iroulilc  with  tlic  mortii.MUc  lir  WDuld  lake  it  off  di'fcndnnt 's  hands." 
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The  master  found  that  no  actual  notice  of  the  foreclosure  proceedings 
was  given  to  the  mortgagor  or  to  Clapp,  and  that  no  attempt  was  made 
to  notify  either  of  them;  that  on  the  day  before  the  sale  Clapp  and  the 
defendant  had  some  talk  "about  the  defendant's  mortgage  transactions," 
but  that  the  foreclosure  sale  in  question  was  not  mentioned  by  the  de- 
fendant; that  the  latter  "knew  of  the  intended  sale  and  had  no  reason 
to  think  that  Clapp  did  know  of  it;"  that  neither  Clapp  nor  the  mort- 
gagor knew  of  the  foreclosure  proceedings  until  after  the  sale;  that  Clapp 
at  all  times  stood  ready  to  carry  out  the  promise  made  to  the  defendant 
to  take  the  note  off  his  hands  if  he  wished  him  to  do  so.  An  action  on  the 
note  has  been  brought  by  the  defendant  against  Clapp,  and  is  now  pending. 

The  master  also  found  that,  while  there  was  a  literal  compliance  with 
the  terms  of  the  mortgage  in  the  foreclosure  proceedings,  the  defendant's 
attorney,  acting  for  the  defendant,  bid  off  the  property  for  $50  and  that 
there  was  no  other  bidder;  that  the  defendant  knew  the  amount  for  which 
the  property  was  sold  was  less  than  a  fair  and  adequate  price  and  that  its 
fair  market  value  was  at  least  $2,000;  that  the  defendant  knew  that 
Clapp  would  expect  a  notice  of  the  foreclosure  proceedings  and  was 
wilhng  and  able  to  protect  the  defendant  from  loss;  that  Clapp  was 
misled  by  the  failure  of  the  defendant  to  say  anything  about  the  sale  at 
the  time  of  their  conversation;  that  the  failure  to  notify  Clapp  and  the 
,  mortgagor  was  intentional,  the  purpose  of  the  defendant  being  to  get 
the  property  at  less  than  its  value,  and  also  to  hold  Clapp  on  the  note 
besides;  that  "the  defendant  did  not  use  good  faith  in  the  conduct  of  the 
foreclosure  proceedings  and  did  not  use  reasonable  diligence  to  protect 
Miss  Murphy,  the  mortgagor,  and  Mr.  Clapp,  the  endorser  on  the  note, 
from  loss."  As  the  evidence  is  not  reported,  these  findings  must  stand. 
Considered  together  they  clearly  indicate  that  the  defendant  did  not 
exercise  that  diligence  and  good  faith  which  the  law  requires  in  executing 
a  power  even  though  there  was  a  literal  compliance  with  its  terms. 

The  subsidiary  findings  amply  support  the  general  finding  and  make 
it  apparent  that  the  defendant's  dominant  purpose  was  to  bid  off  the 
property  for  a  sum  less  than  its  value,  and  also  to  hold  the  plaintiff  Clapp 
to  the  payment  of  the  amount  due  on  the  note.  In  these  circumstances 
the  finding  that  the  defendant  did  not  act  in  good  faith  or  use  reasonable 
diligence  to  protect  the  interest  of  the  mortgagor  and  Clapp  was  war- 
ranted. Montague  v.  Dawes,  14  Allen  369.  Bon  v.  Graves,  216  Mass. 
440.    Winchester  Rock  &  Brick  Co.  v.  Murdough,  233  Mass.  50,  54. 

Although  at  the  time  of  the  sale  Clapp  had  parted  with  his  interest  in 
the  mortgage  and  claim  thereby  secured,  he  remained  liable  as  indorser 
on  the  note.  If  the  amount  realized  from  the  sale  equalled  or  exceeded  the 
amount  due  on  the  note,  together  with  the  expenses  of  the  sale,  his  liabiHty 
would  have  been  extinguished;  accordingly  he  was  interested  in  the  exe- 
cution of  the  power  in  good  faith  and  had  a  right  to  expect  the  defendant 
would  exercise  reasonable  diligence  in  an  effort  to  secure  a  fair  price  for 
the  property.    While  he  did  not  have  a  specific  lien  upon  the  mortgaged 
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premises,  his  liability  as  indorser  on  the  note,  especially  in  view  of  his 
promise  to  the  defendant  to  pay  the  note  whenever  the  latter  might 
request  such  pa^^nent,  is  sufficient  to  entitle  him  to  maintain  the  bill 
under  general  principles  of  equity  jurisprudence.  Emerson  v.  Atkinson, 
159  Mass.  356.  Skolnick  v.  Greenberg,  230  Mass.  359.  Goodell  v.  Har- 
rington, 76  X.  Y.  547.  Rohrbach  r.  Germania  Ins.  Co.,  62  X.  Y.  47. 
Brewer  v.  Landis,  111  !Mich.  217.  The  demurrers  to  the  bill  and  the 
amended  bill  were  rightly  overruled. 

As  no  appeal  was  taken  from  the  interlocutor}'  decree  oven'uhng  the 
defendant's  exceptions  to  the  master's  report,  they  are  not  before  us. 

Xo  objection  is  made  to  the  form  of  the  final  decree;  however,  it 
should  be  modified  by  declaring  that  the  foreclosure  sale  is  void;  as  so 
modified  it  should  be  affirmed  with  costs. 

Ordered  accordingly. 

W.  G.  Roire  for  plaintiffs. 

R.  T.  Anthony  for  defendant. 

In  this  instance  a  note  was  given  for  S200,  a  salient  feature 
in  connection  with  the  case  being  failure  to  give  notice  of  fore- 
closure proceedings. 


The  Legislature,  upon  petition  of  E.  Gerry  Brown,  former 
Supervisor  of  Loan  Agencies,  granted  him  an  annual  pension 
beginning  Jan.  1,  1921.  The  bill  was  referred  to  the  social 
welfare  committee,  before  which,  and  before  the  ways  and 
means  committee,  ]\Ir.  Brown  declared  that  the  Retirement 
Board  had  denied  him  a  retirement  allowance  to  which  he  was 
ejititlcd  by  reason  of  his  service,  and  he  appealed  to  the  com- 
mittees to  take  favorable  action  upon  the  bill.  ]\Ir.  Brown 
stated  that  he  served  as  Supervisor  of  Loan  Agencies  from  IDU 
to  1915,  in  the  course  of  which  time  he  reached  the  age  of 
sixty-five,  makijig  Iiiin  eligible  for  retirement  under  the  State 
Ketirement  Act.  The  Board  had  taken  the  position,  he  as- 
serted, that  he  should  liave  applied  for  the  retirement  allowance 
when  he  \c\'i  tlic  State  ser^■ice.  lie  stated  that  he  was  rcnioxcd 
by  Ex-(io\'erji()r  Walsh. 

He  declared,  furtlierinorc,  that  it  was  the  diilx  nt'  ilic  State 
Board,  under  the  law,  to  grant  him  the  ailowniicc  without  aj)- 
plicatioii.  lie  added  that  during  his  uieiiiltcrship  in  i\\c  ('(in- 
stitutional ('oiix'ention  and  in  the  I  ,egi>lal  nre,  since  his  eni- 
])loynient  l)\  the  Slate,  he  did  not  press  the  inatlei-,  Iml  then 
felt   that   till'  State  Ihianl  slionid  lia\<'  irranled  liis  re(|nest. 
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Annual  Reports  of  Chartered  Companies. 

COLLATER.\L    LOAN    CoMPANY,    BoSTON. 

Loans  outstanding  Sept.  30,  1921 $1,524,907  32 

Assets $1,780,887  61 

Amount  of  loans  made $3,253,791  92 

Number  of  loans  made 71,500 

Average  size  of  loan $45  51 

Average  income  of  loan $2  36 

Average  cost  of  loan $1  96 

Total  income $168,855  49 

Total  expense      . 140,399  94 

In  favor  of  income $28,455  55 

Expenses  itemized : 

Salaries     .... 

Wages       .... 

Taxes        .... 

Dividends 

Remainder  in  other  items 
Number  of  salaried  persons 
Average  salary  per  year     . 
Number  of  wage  earners    . 
Average  wage  per  year 


Workingmen's  Loan  Association,  Boston. 
Loans  outstanding  Sept.  30,  1921 
Assets    .... 
Amount  of  loans  made 
Number  of  loans  made 
Average  size  of  loan    . 
Average  income  of  loan 
Average  cost  of  loan  . 

Total  income 
Total  expense 

In  favor  of  income 

Expenses  itemized : 
Rent  . 
Salaries 
Wages 
Taxes 
Dividends 
Remainder  in  other  items 


$13,912  78 
$15,648  21 
$23,035  88 
$81,364  50 

$6,438  57 
3 

$4,887  59 
15 

$1,043  21 

$269,267  59 

$299,765  21 

$220,495  58 

2,242 

$93  89 

$17  35 

$15  02 

$38,900  56 
33,684  93 

,215  63 


$1,764  00 
$5,967  91 
$9,984  68 
$2,682  84 
$7,500  00 
$5,785  50 
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Number  of  salaried  persons 
Average  salan-  per  year  . 
Number  of  wage  earners  . 
Average  wage  per  year 


S2,S62  36 

9 

SI, 109  41 


Worcester  Collater.\l  Loax  Association. 
21    .       .       . 


Loans  outstanding  Sept.  30,  19 

Assets 

Amount  of  loans  made 
Number  of  loans  made 
Average  size  of  loan    . 
Average  income  of  loan 
Average  cost  of  loan  . 

Total  income 
Total  expense 


In  favor  of  income 


S122.549  54 

S130,.529  66 

S129,S79  26 

1,910 

S6S  00 

SIO  64 

SS  47 

820,328  35 
16,177  84 

84,150  51 


Expenses  itemized 

Rent  . 

Salaries 

"Wages 

Taxes 

Dividends 

Remainder  in  other  items 
Number  of  salaried  jiersons 
Average  salary  per  year     . 
Number  of  wage  earners    . 
Average  wage  per  year 


8777  67 
.82,441  73 
82,748  00 
81,435  97 
84,914  00 
83,860  47 
1 
82,441  73 
2 
81,326  00 
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Loans  outstanding,  etc.,  Chartered  and  Licensed  Agencies. 


0th EH    1 

jE.\UEU.S. 

1 

Collateral  L(«in 

LOA 

D 

Ns  Outstanding 

ECEMBER  31  — 

Morris  Plan 
Companies. 

Company, 

Secured. 

Unsecured. 

Loans  Out- 
standing 
December  31. 

Number 

1917. 

23,158 

18,116 

15,198 

44,124 

Amount 

$2,465,940  00 

$810,598  74 

$344,291  96 

$1,180,426  36 

Number 

1918. 

24,777 

16,577 

13,735 

42,274 

Amount 

$2,645,582  00 

$815,833  29 

$304,807  31 

$1,118,327  41 

Number 

1919. 

21,356 

18,246 

11,099 

39,905 

Amount 

$2,437,352  00 

$834,500  02 

$296,664  15 

$1,045,741  25 

Number 

1920. 

19,727 

16,759 

9,865 

40,891 

Amount 

$2,496,482  00 

8964,863  16 

$320,939  11 

$1,284,336  17 

Number 

1921. 

22,246 

18,546 

12,285 

42,982 

Amount 

capital  Dec.  31,  1921 

$3,265,525  00 

$1,108,576  94 

$441,086  38 

$1,381,649  04 

Working 

$2,945,546  24 

$1,126,674  61 

$408,861  81 

$1,342,000  00 

Total  loans  made  during  twelve 
months  ending  Dec.  31,  1921. 

$3,459,311  17 

$1,279,545  60 

$742,942  22 

$2,973,965  20 

Loan  Agencies  in  Boston  doing  Secured  Business. 


Working 

Capital 

Dec.  31, 

1921. 

Loans 
outstand- 
ing Dec. 
31,  1921. 

Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1921. 

Interest 
from  Jan. 
1  to  Dec. 

31,  1921. 

Net 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1921. 

Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1921. 

Losses 
charged 
off  from 
Jan.  1  to 
Dec.  31, 
1921. 

Net 
Income. 

$155,000  00 

$227,643  30 

$159,121  64 

$23,149  16 

$16,861  76 

$5,614  20 

$573  75 

899  45 

27,250  00 

28,992  68 

28,495  42 

9,931  29 

3,762  80 

5,400  00 

209  09 

559  40 

40,000  00 

40,219  53 

63,754  09 

12,774  86 

5,212  27 

3,225  00 

118  89 

4,218  70 

25,000  00 

25,300  01 

27,313  26 

5,742  79 

3,625  31 

2,600  00 

None 

482  521 

48,500  00 

54,441  86 

62,296  00 

19,010  32 

11,043  87 

6,400  00 

1,024  92 

541  53 

26,618  55 

13,232  16 

15,977  00 

4,416  83 

2,630  74 

1,300  00 

92  95 

393  14 

3,000  00 

4,243  90 

1,184  69 

613  34 

1,009  00 

600  00 

None 

995  661 

20,159  16 

19,887  57 

5,739  24 

3,266  00 

1,351  72 

None 

None 

1,914  28 

16,500  00 

14,657  02 

14,647  57 

5,062  76 

5,111  75 

1,200  00 

906  41 

2,155  401 

31,000  00 

30,700  42 

28,719  00 

3,593  18 

1,517  00 

None 

1,602  98 

473  20 

3,530  00 

5,052  07 

4,733  60 

597  35 

218  96 

80  00 

None 

298  39 

$396,557  71 

$464,370  52 

$411,981  51 

$88,157  88 

$52,345  18 

$26,419  20 

$4,528  99 

$4,864  51 

1  Deficit. 
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LOAX    AgEXCIES     IX     BOSTOX    DOIXG     BOTH     SECURED     AXD     UXSECURED 

BusixE.-:s. 


Working 

Capital 

Dec.  31, 

1921. 

Loans 
out- 
standing 
Dec.  31. 
1921. 

Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1921. 

Interest 

from 

Jan.  1  to 

Dec.  31, 

1921. 

Net 
Expenses 

from 
Jan.  1  to 
Dec.  31, 

1921. 

Salaries 
paid  from 
Jan.  1  to 

Dec.  31, 
1921. 

Losses 
charged 
off  from 

Jan.  1 
to  Dec. 
31,  1921. 

Net 
Income. 

846,000  00 

Sl,287  60 

S926  91 

S618  97 

8374  25 

8274  55 

S20  00 

849  831 

Unsecured. 

43,341  24 

42,349  02 

15,179  20 

9,368  54 

4,546  40 

751  67 

512  59 

Secured. 

16,691  96 

f    1,665  00 

2,713  00 

729  85 

543  19 

None 

200  00 

13  341 

Unsecured. 

(  18,231  36 

32,136  50 

5,178  28 

3,130  51 

None 

329  11 

1,718  06 

Secured. 

62.000  00 

f  32,215  44 
1  22,914  35 

52,930  00 
39,685  00 

4,726  14 
4,244  27 

2,850  49 
2,137  90 

1,467  45 
1,102  15 

None 
850  00 

408  20 
154  22 

Unsecured. 
Secured. 

18,519  00 

f      985  40 

i  17,776  42 

1,325  00 
5,175  20 

218  43 
3,343  24 

147  93 
854  00 

9125 
588  75 

None 
None 

20  75> 
1,900  49 

Unsecured. 
Secured. 

60,125  04 

f  20,595  80 
1    9,117  47 

19,439  62 
19,787  25 

3,460  29 
2,180  39 

3,587  68 
1,823  46 

1,780  57 
819  43 

None 
None 

1,907  96> 
462  50' 

Unseciu^d. 
Secured. 

14,279  38 

f    1,36012 
[      556 15 

4,915  00 
1,285  00 

615  02 
263  87 

863  86 
565  43 

792  71 
207  29 

18  15 
27  32 

1,05910' 
530  17' 

Unsecured. 
Secured. 

S2i7,615  38 
r 

(558,109  36 
(111,936  99 

582,249  53 
140,417  97 

510,369  30 
30,389  25 

88,367  40 
17,879  84 

84,406  53 
7,264  02 

S238  15 
1,958  10 

82,642  78' 
3,287  29 

Unsecured. 
Secured. 

Loan  Agexcies  outside  of  Boston  doixg  Secured  Business. 


Working 

Cupit:il 

Dec.  31, 

1921. 


Loans 
outstand- 
ing Dec. 
31,  1921. 


Loans 

made  from 

Jan.  1  to 

Dec.  31, 

1921. 


Interest 
from  Jan. 
1  to  Dec. 

31,  1921. 


Net 
Expenses 
from  Jan. 
1  to  Dec. 
31,  1921. 


Sahirios 
paid  from 
Jan.  1  to 

Dec.  31, 
1921. 


Losses 
cliarged 
off  from 
Jan.  1  to 
Dec.  31, 
1921. 


Net 
Income. 


$16,779  54 

135,285  43 

25,000  00 

8,000  00 

18,218  60 

8,010  05 

30.150  00 

3,721  80 


$9,801  00 
106,108  21 
12,720  00 
21,174  .'33 
10,921  30 

4,.360  15 
30,021  85 

2.154  10 


813,131  SO 

93,263  43 

23,055  45 

4,005  00 

6,760  00 

6,405  00 

20,103  00 

3.300  00 


81.133  20 
40,303  73 
1,660  55 
2,975  48 
3,450  67 
2,872  01 
8,805  98 
712  87 


8553  10 

10,169  94 

713  60 

1,313  99 

2,800  04 

1.508  40 

3,422  30 

408  94 


8240  00 
2,600  00 

None 
1,200  00 
2,400  00 

None 
2,200  00 
400  00 


None 
S323  53 
None 
None 

234  57 
None 

350  6't 
None 


8340  10 

27,270  21 

952  95 

461  49 

2.074  84 1 

1,304  51 

2,827  14 

96  07' 


8240,072  38 


«20-1,220  00 


$174,089   OS 


S01.9SI  39 


$21,041  21 


$9,(M0  00 


$914  09 


$30,085  49 


FRANK    II.    I'OPK, 

Siipcrrisor  df  Loan  Aijviicies. 
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REPORT 

Office  of  the  Supervisor  of  Loan  Agencies, 
Room  74D,  State  House,  Boston. 
To  the  Commissioner  of  Banks. 
Sir:— 

In  accordance  vnih  Section  98,  Chapter  140,  General  Laws,  I  submit  herewith 
the  report  of  the  Supervisor  of  Loan  Agencies  for  the  Hcense  year  which  en(ie(i 
September  30,  1925. 

Inasmuch  as  no  report  of  the  Supervisor  has  been  pubHsheti  since  the  eleventh 
annual  report,  which  was  for  the  year  ended  December  31,  1921,  this  is  the  twelfth 
public  report. 

Xinct3'-three  lenders  under  supers'ision  were  engaged  in  the  business  of  making 
loans  of  S300  and  less,  of  these  three  are  companies  specifically  chartered  by  the 
Legislature. 

During  the  j'-ear  the  licensed  lenders  made  80,418  loans  amounting  to  $10,345,- 
070.55  and  the  chartered  companies,  67,300  loans  amounting  to  $3,042,032.69.  The 
total  number  of  loans  made,  of  $300  and  less,  was  147,718  and  the  amount  of  money 
loaned  was  $14,288,003.24. 

There  were  140,168  loans  discharged,  or  liquidated,  during  the  license  year. 

Loans  to  the  number  of  2,030  and  aggregating  $77,219.75  were  reported  as  hav- 
ing been  chargedofT  as  uncollectible. 

The  capital  engaged  in  the  business,  September  30,  1925,  was  $8,399,691.70. 

The  Bureau  of  Loan  Agencies  is  more  than  self-supporting.  For  the  fiscal  year 
of  the  Commonwealth  which  ended  November  30,  1925,  license  fees  to  the  amount 
of  $9,700  were  received,  while  the  expenditures  of  the  Bureau  amounted  to  $6,- 
888.71, — a  figure  well  within  the  appropriation  of  .$7,850.  However,  the  ensuing 
year  will  rctjuire  a  larger  appropriation  l)ccause  tliis  Bureau  purposes  certain  changes 
in  the  manner  of  its  operation  and  has  requested  an  appropriation  of  $9,125  for  its 
maintenance. 

At  the  present  time  there  are  under  supervision  three  chartered  companies  and  88 
licensed  lenders.  There  are,  however,  several  ajiplications  for  licenses  pending. 
Beside  the  foregoing,  the  Supervisor  lias  declined  to  issue  several  licenses  after 
having  taken  the  applications  under  careful  consideration. 

There  h.-vs  l)cen  a  marked  increase  during  the  j)ast  year  in  the  number  of  inquiries 
and  applications  for  licenses.  As  a  result,  it  has  been  necessary  to  investigate  more 
carefully  the  cjualifications  of  ajjplicants  as  to  their  experience  and  ability  to  engage 
in  the  business  as  well  as  the  local  mic.d  for  further  licensees. 

Loan  Agencies  in  Boston  doing  Secured  Business. 


Working 

Ciipitaf 

Hflpt.  .30, 

1025. 

LOUIIB 

outstaiid- 

itiK 

.Sept.  .30. 

1025. 

LouiiH 

miulo  frtuTi 

Oct.   1.   1 '.»■_•  1 

to  .Si'pt.  :)(), 

1025. 

Intoront 
from  Oct.   1, 
1021  toSi-pt. 

30,  1025. 

Net 

Isxponsos 

Oct.    1.    1021 

to  Sept.  30, 

11(25. 

.Siiliirio.s 

puiil  from 

Oc(.    1.    1021 

(o  Scp(.  .to, 

11(25. 

IxKHsea 

rhiirKCil  olT 

Oc(,    1.    11121 

to  Sept    30, 

1025. 

Net 
Inoomo. 

»20,550.(M) 
5J,0(K).()() 
38,(HK).(M) 
23,807  31 
55,.")00.(«) 
33,.330.7» 
50,(XK).{K) 
15,5(K).0() 
50.000.00 
43,050.00 
3.6.30.00 

$35,240.48 
51. .508. 12 
34,8.50.01 
27,745.13 
(Kl,. 5(12.7(1 
20,107.80 
24,418.25 
3,107..30 
43,788.65 
.30,486.06 
1,706.73 

$30,027.36 
74,482.17 
55.188.00 
.50.713.00 

113,834.00 
20.3.30.31 
23.022.08 
215.00 
20,423.76 
20,610.00 
2,366.60 

$12,234.73 
10,.S35..3« 
12.7.30,00 
0.232.()() 
24.401.30 
7.(140.61 
8.434.1(1 
2. .568.75 
5.207.85 
6,684.68 
360.24 

$4.4.37.15 
0.1. 30. 20 
7.6.50  12 
5.384  20 

11,116.1(1 
4,704,78 
2.816,33 
3.216,75 
1.02500 
1,4660(( 
230.1(2 

$5,7(M(,()0 
8,228.00 
.'<,3(H)O0 
None 
6.I0(1(M» 
1,30000 
l.,5(H)O0 
None 
l.t  10  1(0 

:i(Hi  (((( 
80.00 

$614.01 
1,467.20 

231(,S6 

1,S6,45 
1.142  11 

11((0(( 
None 

240(10 
None 
1,004.70 
None 

$1,482.67 
l,0O0.,87 
1.540.02 
3.661.35 
5.,S02.34 
1,525,83 
4,058  58 
♦8SSO0 
2..S32,85 
3.((13.1(8 
58.32 

$.307,204.06 

$348,610.18 

$427,020.67 

$100,408.40 

$51,187.46 

$2S..308.00 

$6,006.23 

$24,097.81 

♦  ncfieit. 


P.D.  95. 


Loan  Agencies  Outside  of  Boston  doing  Secured  Business. 


Working 

Capital 

Sept.  30. 

1925. 

Loans 
outstand- 
ing 
Sept.  30, 

1925. 

Loans 

made  from 

Oct.  1,  1924 

to  Sept.  30, 

1925. 

Interest 
from  Oct.  1, 
1924  to  Sept. 

30,  1925. 

Net 

lOxpenses 

from  Oct.   1, 

'24,  to  Sept. 

30,  1925. 

Salaries             Lo.swes 

paid  from      diargcd  off 

Oct.   1,   1924  from  Oct.  1, 

to  Sept.  30,     '24  to  Sept. 

1925.            .30,   1925. 

Net 
Income. 

$8,000.00 

20,165.00 
9,250.00 

15,038.93 
8,339.75 
5,854.00 

28,300.00 
3,591.06 
3,500.00 

17,386.00 

$18,812.21 

20,896.82 

9,013.02 

7,291.76 

4,630.49 

6,643.14 

41,097.13 

2,111.46 

4,515.38 

16,553.54 

$4,1.50.00 

22,600.00 

5,287.00 

4,210.00 

4,272.00 

11,335.70 

28,714.00 

3,025.00 

3,510.00 

6,420.00 

$2,907.41 
7,492.63 
2,793.98 
2,426.16 
2,193.25 
1,678.23 
9,424.36 
497.21 
1,470.95 
3,858.66 

$933.90 

3,199.83 

1,757.49 

2,350..58 

1,109.06 

350.85 

4,946.59 

414.20 

869.87 

1,080.67 

$600.00 
4,630.35 

None 
2,400.00 

None 

73.25 

2,700.00 

83.01 

None 
2,500.00 

$1,813.11 
None 
None 

289.25 
None 
None 

377.96 
None 

180.00 

257.52 

$439.60* 
337..5.5'* 
1,036.49 
2,613.67* 
1,084.19 
1,2.54.13 
1,399.81 
None 
421.08 
20,47 

$119,424.74 

$131,564.95 

$93,523.00 

$34,742.84 

$17,013.04 

$12,986.61 

$2,917.84 

$1,825.35 

Loan  Agencies  in 

Boston  doing  Unsecured  Business. 

Loans 

made  from 

Oct.  1,  1924 

to  Sept.  30, 

1925. 

Net 

Salaries 

Losses 

Working 

Loans 

Interest 

Expenses 

paid  from 

charged  off 

Capital 

outstand- 

from Oct.  1, 

from  Oct. 

Oct.  1, 

from  Oct.  1, 

Net 

Sept.  30, 

ing  Sept. 

1924  to  Sept. 

1,  1924  to 

1924  to 

1924  to 

Income. 

1925. 

30,  1925. 

30,  1925. 

Sept.  30, 

Sept.  30, 

Sept.  30, 

1925. 

1925. 

1925. 

$148,000.00 

$109,701.22 

$124,115.00 

$15,104.95 

$14,046.90 

$1,994.98 

$3,401.23 

$4,338.16* 

15,296.88 

13,248.75 

6,480.00 

417.24 

1,134.51 

1,360.00 

None 

2,077.27* 

157,339.90 

151,281.62 

279,735.65 

41,217.91 

21,757.87 

3,100.00 

1,379.00 

14,981.04 

29,800.00 

64,329.87 

121,012.76 

16,193.91 

5,117.71 

2,466.00 

853.00 

7,757.20 

88,341.00 

49,719.49 

20,954.40 

3,230.29 

4,759.13 

4,675.00 

None 

6,203.84* 

9,737.00 

9,040.00 

8,785.00 

1,720.00 

877.94 

840.00 

None 

2.06 

13,553.00 

12,844.17 

41,347.00 

3,295.45 

2,060.44 

None 

None 

1,235.01 

18,650.00 

15,529.17 

27,821.00 

3,344.43 

2,012.91 

906.54 

8.55 

416.43 

8,960.96 

9,502.38 

14,050.00 

1,110.07 

568.65 

None 

None 

541.42 

23,240.00 

11,718.00 

19,948.50 

2,040.00 

1,349.96 

275.00 

None 

415.04 

19,325.00 

11,281.64 

55,743.00 

3,354.11 

2,254.77 

None 

174.80 

924.54 

79,000.00 

86,574.65 

187,587.30 

19,147.24 

7,436.53 

2,295.00 

300.00 

9,115.71 

6,509.50 

7,407.00 

13,825.00 

1,382.50 

557.33 

100.00 

8.00 

717.17 

5,513.00 

4,913.00 

8,350.00 

808.50 

884.17 

None 

None 

75.67* 

3,500.00 

3,051.35 

8,689.59 

615.41 

1,006.00 

None 

None 

390.59* 

47,911.67 

54,739.93 

124,988.00 

18,498.24 

8,332.67 

2,100.00 

236.83 

7,828.74 

1,952.02 

1,816.00 

9,393.75 

477.55 

186.30 

120.00 

None 

171.25 

735.00 

753.18 

544.00 

72.50 

39.65 

None 

None 

32.85 

$677,364.93 

$617,451.42 

$1,073,369.95 

$1.32,030.30 

$74,383.44 

$20,232.52 

$6,361.41 

$31,052.93 

Loan  Agencies  Outside 

of  Boston  doing  Unsecured  Business. 

Working 

Capital 

Sept.  30, 

1925. 

Loans 

Outstanding 

Sept.  30, 

1925. 

Loans 

made  from 

Oct.  1,  1924 

to  Sept.  30, 

1925. 

Interest 

from  Oct.  1, 

1924  to 

Sept.  30, 

1925. 

Net 

Expenses 

from  Oct.  1, 

1924  to 

Sept.  30, 

1925. 

Salaries 
paid  from 
Oct.  1, 
1924  to 
Sept.  30, 
1925. 

Losses 
charged 
off  from 
Oct.  1, 
1924  to 
Sept,  30, 
1925. 

Net 
Income. 

$4,100.00 

$3,440.50 

$6,260.00 

$438.20 

$321.00 

None 

None 

$11720 

76,072.04 

66,050.56 

110,100.73 

8,754.80 

4,153.60 

3,285.00 

None 

1,31620 

142,500.00 

112,097.50 

223,400.00 

17,888.90 

6,850.74 

2,836.85 

80.00 

8,121.31 

64,000.00 

62,492.43 

109,241.00 

12,191.91 

5,548.86 

2,193.75 

242.00 

4,207.30 

73,000.00 

102,407.73 

227,491.75 

33,470.78 

9,710.17 

3,040.00 

1,341.08 

19,379.53 

48,600.00 

5,350.75 

16,176.00 

1,149.68 

649.50 

None 

None 

500.18 

8,050.00 

10,752.09 

17,616.12 

3,774.42 

842.94 

1,325.00 

None 

1,606.48 

33,595.71 

24,674.66 

84,305.00 

8,294.16 

3,701.43 

1,793.00 

None 

2,799.73 

50,000.00 

53,070.77 

20,808.41 

15,682.23 

6,652.50 

2,137.50 

434.00 

6,458.23 

4,935.00 

5,020.82 

11,780.00 

739.39 

450.96 

None 

None 

288.43 

79,949.85 

61,957.10 

129,055.17 

15,522.80 

8,397.17 

2,100.00 

None 

5,025.63 

9,000.00 

6,695.07 

12,325.00 

1,713.63 

820.38 

370.00 

None 

523.25 

30,799.50 

14,266.50 

22,270.00 

1,778.40 

1,096.20 

None 

468.00 

214.20 

82,000.00 

94,679.70 

185,790.00 

25,066.76 

7.594.65 

2,940.00 

170.00 

14,362.11 

6,200.00 

2,767.58 

3,125.00 

560.13 

320.98 

None 

None 

239.15 

54,860.00 

40,411.55 

81,274.00 

12,474.14 

3,901.00 

4,650.00 

241.00 

3,682.14 

25,682.34 

15,526.00 

2,110.00 

2,529.26 

2,091.75 

135.00 

None 

302.51 

2,900.00 

1,984.35 

7,785.00 

502.25 

757.62 

None 

19«.35 

453.72* 

114,393.00 

106,797.23 

194,536.00 

18,192.56 

16,088.21 

1,980.00 

6.52 

117.83 

133,064.00 

129,555.51 

238,800.19 

39,349.88 

20,786.92 

2,662.50 

187.74 

15,712.72 

5,600.00 

5,848.70 

20,122.00 

1,119.37 

673.81 

195.00 

None 

.  250.56 

15,000.00 

3,503.45 

4,012.83 

100.19 

437.31 

None 

None 

337.12* 

12,416.80 

9,841.60 

37,830.00 

3,429.37 

2,684.51 

1,560.00 

None 

815.14* 

40,000.00 

33,652.68 

48,800.00 

4,360.66 

4,240.98 

1,950.00 

None 

1,830.32* 

54.140.10 

59,336.00 

133,924.00 

22,395.75 

7,498.96 

2,882.00 

1,620.06 

10,394.73 

10,000.16 

6,513.30 

9,140.00 

2,355.04 

703.63 

360.00 

267.69 

1,023.72 

150,000.00 

169,627.60 

75,988.99 

50,886.24 

12,742.91 

5,000.00 

,595.72 

32,547.61 

50,704.34 

54,918.96 

135,656.72 

21,988.18 

6,397.52 

4,742. .50 

2,560.41 

8,287.75 

$1,381,562.84 

$1,263,240.34 

$2,169,723.91 

$326,709.08 

$136,116.21 

$48,138.10 

$8,412.57 

$134,042.20 

*  Deficit. 


P.D.  95. 
CHARTERED  COMPANIES  AND  LICENSED  MORRIS  PLAN 
COMPANIES. 
Loans  Outstayiding,  etc.,  September  30,  1925. 


Morris  Plan 
Companies. 


Collateral 
Loan  Company. 


Other  Chartered 
Companies. 


Loans  Outstanding    . 

Working  Capital 

Loans  Made  from  Oct.  1,  1924 


55,229,445.30  51,683,454.82  $522,431.04 

4,203,744.27  1,335,000.00  277,200.00 

6,608,686.85  3,578,984.67  394,171.70 


EARL  E.  DAVIDSON, 

Supervisor  of  Loan  Agencies. 

LICENSED  SMALL  LOAN  AGENCIES. 
1925-1926 
Following  is  a  list  of  those  engaged  in  the  business  of  making  small  loans  in  the 
cities  and  towns  in  Massachusetts,  and  Ucensed  for  year  ending  September  30,  1926: 

BOSTON 
Name.  Address.  Manager. 


License 
Number 


Incorpo- 
rated. 


*1  Collateral  Loan  Co., 

*2  Workingmen's  Loan  Ass'n, 

5  Nestor-Hall  Co., 

6  School  Street  Loan  Co., 

7  Hub  Loan  Co., 

8  S.  R.  Briggs  Co., 

10  E.  M.  Blunt,  Inc., 

11  Kilby  Investment  Co., 

17  Columbia  Loan  Co., 

18  Atlas  Investment  Co., 
22  Beneficial  Loan  Society, 

24  Van  Dam  Loan  Co., 

25  Boston  Note  Brokerage  Co., 

39  Liberty  Commercial  Co., 

40  Allan  A.  Hooker  Co., 
47  Savoy  Commercial  Co., 
49  Italian  Loan  Ass'n, 

51  Trieste  .\ss'n.  Inc., 

53  Charles  S.  Beatty  Co., 

54  Solomon  Phillips, 

.57  New  England  Equity  Corp'n, 

62  Boston  Morris  Plan  Co., 

63  East  Boston  Columbus  Ass'n, 

70  M.  G.  Bradfield, 

74  Ro.flindale  Loan  Ass'n, 

75  Good  Fellows  Associates, 
79  Atlantic  Loan  Co., 

82  Childs&Co., 

83  Ideal  Financing  Ass'n, 
88  Federal  Finance  Corp'n, 
97  H.B.  Budding  Co., 

105  Albert. I.  Benfiold, 

117  liurristcTH  Law  Firm,  Inc., 

131  Hugh  H.Collins, 

93  Brockton  Morris  Plan  Co., 

71  Personal  Finance  Co.  of  Cuml>., 
91  Chctflca  Morris  Plan  Co., 


12  Liberty  Loan  &  Realty  Co.,  Inc., 
28  New  I'/nglaiid  I'^fpiity  Corp'n, 
87  Fall  River  Morris  Pliiii  Co., 
118  Graham  Loan  Co., 


32  Now  Kngliiiid  Iviuity  Corp'n, 
H5  Filrliburg  Kciil  I.Ht.,  A.  I,r.an  Co., 


09  C)HKo<id-.VIorrill,  Inc., 


14  Ilavorhill  Morris  Plan  Co., 
06  Forrest  C.  Lamprey, 


92  Morris  Plan  Co.  of  Flolyoke, 
96  Industrial  Loan  Hoc'y, 


75  Cornhill, 
1  Beacon  St., 
7  Water  St., 

27  School  St., 
262  Washington  St., 
180  Washington  St. 

27  School  St., 
453  Washington  St., 
262  Washington  St., 
333  Washington  St., 

73  Tremont  St., 
515  Washington  St., 

161  Devonshire  St., 

162  Prince  St., 

36  BromfieldSt., 
308  BoylstonSt., 

18  Tremont  St., 
415  Hanover  St., 
262  Washington  St., 

51   Cornhill, 

19  Pearl  St., 
6  High  St., 

249  Maverick  St.,  E.  Boston, 

68  Devonshire  St., 

41   Poplar  St.,  Roslindale, 

11   Beacon  St., 

82  Webster  St.,  E.  Boston 

43  Tremont  St., 
333  Washington  St., 

24   Milk  St., 

43  Tremont  St., 
1004   BovlstoM  St., 
294   Wasliington  St., 
396  W.  Broadway,  S.  Boston, 

BROCKTON 
27  Belmont  St., 
CAMBRIDGE 
552  Miissiichusctts  Ave., 

CHELSEA 
403   Broadway, 

FALL  lUVER 
210  Thomas  St., 
22H  So.  Mn\i\  St., 
I.'ill   Bank  St,, 
13  .So.  Main  St.. 

FITCIinURQ 

470  Main  St., 
520  Main  St.. 

G/VRDNER 

14    Miiin  St., 
II.WIIKHILL 


Thomas  J.  Reid,  Mass. 

Mrs.  C.  C.  McXally,  Mass. 

Mrs.  Staples-Olson,  Mass. 

Benjamin  W.  Parker,  W.  Va. 

Warren  J.  Baldwin,  S.  Dak. 

Harry  A.  Preble,  Mass. 

Elson  M.  Blunt,  Mass. 

Mrs.  K.  McConville,  Mass. 

Frederic  A.  Bissell,  

Joseph  Libbv,  

Charles  C.  Rock,  Mass. 

Abraham  Greenman,  Mass. 

Joseph  G.  Birch,  Mass. 

Joseph  Aufiero,  Mass. 

Allan  A.  Hooker,  M.iss. 

Mario  Cahri,  Mass. 

Michael  .\.  Fredo,  Mass. 

Luisa  P.  Ardolino,  Mass. 

Charles  S.  Beatty,  Mass. 

Solomon  Phillips,  

John  R.  Watson,  Mass. 

Frederick  E.  Wallace,  Mass. 

.Mii-lieli  Schettino,  Mass. 

MahcU!.  Bradtiold 

.Vndrew  Ciiorgio,  Mass. 

Leo  Levenson,  Mass. 

Michael  Nocito,  Mass. 

.lames  F.  Cronan,  

■lohn  M.  l.orden,  Mass. 

Putnam  11.  Ropes,  Mass. 

Herbert  B.  Budding,  Mass, 

Albert  J.  Benlield,  

Oscar  K.  Pease,  Mass. 

Frank    T    llorgaii,  


Henry  .S    Keith.  Mass. 


Franri.s  J    \  anilerniaoo,     Mass. 


.Albert  B.  Powers,  Moss. 


l,orenj!o  Iv  Bergeron,  Ma.ss. 
/Mexander  Youngcrman,  Mass. 
Gi-orge  H.  I.e. veil,  Mass. 
Charles  .S.  Craliatn,  


Hanild  A    Ihislcn,              Mass. 
.Aliniliain  I     Kmn.-.  


Marcus  !•;  .O.ngood,  Mass. 


214   Merrimack  iSt., 
05  How  St., 

HO  L  YOKE 

279  Manic  St.. 
310  High  .St., 

♦Chartered  company. 


Morton  R.  Miltio,             Mom. 
Forrest  C.  Lamproy.         


F.  S.  Webber.  Ma.ss. 

Anna  E.  Moriarty.  Ma.ss. 


P.D.  95. 


License  Name. 

Number. 


LAWRENCE 

Address. 

Manager. 

Incorpo- 
rated. 

74  Common  St., 
499  Essex  St., 
204  Essex  St., 

Fabrizio  Pitocchelli, 
W.  A,  Farrell, 
.J.  Rodney  Ball, 

Mass. 
Mass. 

LOWELL 

13  Merrim.ack  Sq., 
81   Merrimack  St., 
15  Kearney  Sq., 

D.  E.  MacLaughlin, 
Grace  L.  Hoyt, 
John  H.  Murphy, 

Mass. 
Mass. 

LYNN 

38  Exchange  St., 
176  Liberty  St., 
113  Munroe  St., 
113  Market  St., 
161  Market  St., 

23  Central  Ave., 

Philip  E.  Bessom, 
Michael  R.  Connolly, 
Jack  S.  Sessen, 
Rose  A.  Simard, 
Kelley  &  Young, 
Arthur  J.  Northrup, 

Mass. 
Mass. 

MALDEN 

365  Main  St., 

Mable  H.  Swift, 

Mass. 

NEW  BEDFORD 

68  Purchase  St., 
222  Union  St., 
888  Purchase  St., 
1132  Acushnet  Ave., 
148  Belleville  Ave., 
96  William  St., 
56  Spring  St., 

Manuel  P.  Rebello, 
Adelard  Sauve, 
Milton  L.  Borden, 
Oscar  H.  Rounds, 
Arthur  Goulart, 
H.  J.  Desormaux, 
George  T.  Schuler, 

Mass. 
Mass. 
Mass. 
Mass. 
Mass. 
Mass. 
Mass. 

NORTH  ADAMS 

39  Eagle  St., 

Samuel  Levenson, 

NORWOOD 

675  Washington  St., 

James  M.  Folan, 

Mass. 

PITTSFIELD 

32  Fenn  St., 
37  North  St., 

S.  John  O'Herron, 
Harold  Rosenberg, 

Mass. 

SALEM 

35  New  Derby  St., 
24  Federal  St., 

237  Essex  St., 

221  Essex  St., 

Albert  W.  Chisholm, 
James  F.  Crowley, 
John  McMorrill, 
Ford  &  Page, 

Mass. 

SPRINGFIELD 

318  Main  St., 
289  Main  St., 
318  Main  St., 
288  Main  St., 
356  Main  St., 
377  Main  St., 
48  Vernon  St., 

Anna  E.  Moriarty, 
Alford  H.  Tavernier, 
May  A.  Drennan, 
Archibald  C.  Frank, 
J.  R.  Savoy, 
John  C.  Thurner, 
RusseU  C.  Sayre, 

Mass. 
Mass. 
Mass. 
Mass. 
Mass. 
Mass. 
Mass. 

TAUNTON 

9  Winthrop  St., 
,     28  Broadway, 
59  Main  St., 

Harrison  W.  George, 
V.  Jean  Deponte,  Jr., 
J.  Albert  Brien, 

Mass. 
Mass. 
Mass. 

WORCESTER 

390  Main  St., 
340  Main  St., 
390  Main  St., 
507  Main  St., 
62  Franklin  St., 

John  W.  Litchfield, 
Augusta  F.  Corliss, 
Owen  J.  McKenna, 
J.  W.  Prairie, 
Horace  D.  McGowan, 

Mass. 

Mass. 
Mass. 

*  Chartered  company. 

9  F.  Pitocchelli, 
19  New  England  Equity  Cor])'n, 
21  Lawrence  Morris  Plan  Co., 


55  New  England  Equity  Corp'n, 
78  Grace  L.  Hoyt, 
106  Lowell  Morris  Plan  Co., 


16  Lynn  Morris  Plan  Co., 

29  Essex  Loan  Trust, 

48  People's  Loan  Co., 

56  Lynn  Loan  Co., 

64  T.  J.  Ready  Co., 

76  Lynn  Remedial  Loan  Soc'yi 

42  Maiden  Morris  Plan  Co., 


26  Luzo  Corporation  of  America, 
44  New  England  Equity  Corp'n, 
46  Community  Plan,  Inc., 
50  O.  H.  Rounds  Co.,  Inc., 
58  True  Friend  Trust, 
100  American  Loan  Society, 
102  New  Bedford  Morris  Plan  Co., 


45  The  Citizens'  Loan  Co., 
30  Norwood  Morris  Plan  Co., 


27  Berkshire  Morris  Plan  Co., 
52  Pittsfield  Loan  &  Finance  Co., 


15  Salem  Morris  Plan  Co., 
86  James  F.  Crowley, 
94  Essex  Loan  Co., 
134  Puritan  Loan  Co.,  of  Salem, 


43  Industrial  Loan  Soc'y, 

59  Douglas  Realty  &  Loan  Co. 

60  The  New  Method  Loan  Co., 
73  Beneficial  Loan  Soc'y,  Inc., 
77  Springfield  Security  Co., 

98  New  England  Equity  Corp'n, 
120  Morris  Plan  Co.  of  Springfield, 

20  Taunton  Morris  Plan  Co., 

67  Taunton  Luso-American  Credit  Co. 
81  New  England  Equity  Corp'n, 

*3  Worcester  Collateral  Loan  Ass'n, 
37  A.  E.  Lyon  &  Co., 
66  G.  A.  Lang  Co., 

68  American  Loan  Society, 

90  Worcester  Morris  Plan  Co., 
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tlTije  CommontDealti)  of  0aiiat\i\xittti 

REPORT 

Office  of  the  Supervisor  of  Loan  Agencies, 
Room  74  D  State  House,  Boston. 
To  the  Coynmissioner  of  Banks. 
Sir: 

The  report  of  the  Supervisor  of  Loan  Agencies  for  the  license  year 
which  ended  September  30,  1926,  is  submitted  herewith  in  accordance 
v;ith  Section  98,  Chapter  140,  General  Laws.  This  is  the  thirteenth  pub- 
lic report  of  the  work  of  the  Bureau  of  Loan  Agencies. 

One  hundred  and  three  lenders  under  supervision  are  engaged  in  the 
business  of  making  loans  of  $300  and  less.  Of  these  three  are  companies 
specifically  chartered  by  the  Legislature.  Seven  of  the  lenders  licensed 
October  1,  1925  to  engage  in  the  business  of  making  small  loans  did  not 
again  apply  for  licenses  in  1926  for  the  license  year  ending  September 
30,  1927,  six  of  them  liquidating  their  business  with  the  intention  of 
ceasing  to  make  small  loans  entirely  and  one  agency,  although  licensed 
and  bonded  for  the  year,  not  appearing  to  have  made  any  small  loans  nor 
to  have  incurred  any  expense  in  having  carried  on  the  business. 

Ten  new  licenses  were  granted  for  the  year  October  1,  1926,  to  Sep- 
tember 30,  1927,  nine  of  which  are  active  and  one  inactive  at  the  present 
time.  During  the  past  year  the  Supervisor  has  had  occasion  to  suspend 
several  licenses  for  short  periods  because  of  failure  to  strictly  comply 
with  the  requirements  of  the  Bureau  of  Loan  Agencies  and  one  license 
was  suspended  for  practically  the  entire  term  of  the  license  year. 

The  licensed  lenders  made  86,427  loans  amounting  to  $11,631,636.40 
and  the  chartered  companies  75.514  loans  amounting  to  $4,035,197.16. 
The  total  number  of  loans  of  $300  and  less  made  was  161.941,  and  the 
amount  of  money  loaned  was  $15,666,832.56.  showing  a  net  gain  over 
the  previous  license  year  of  14,223  loans  and  an  increase  in  the  amount  of 
money  loaned  of  $1,378,829.32. 

There  were  87,083  loans  discharged  or  liquidated  during  the  pa.^t  li- 
cense year. 

Loans  to  the  number  of  708  and  amounting  to  $47,700.05  were  reported 
as  having  been  charged  off  as  uncollectable. 

The  capital  engaged  in  the  licensed  business  September  30,  1926  was 
88,992,080.01. 

The  Bureau  of  Loan  Agencies  continues  to  be  more  than  self  support- 
ing. Without  an  increase  in  the  number  of  employees  a  greatly  increased 
volume  of  business  has  been  attended  to  and  the  income  of  the  Com- 
monwealth fi'om  this  Bureau  has  been  increased.  For  the  fiscal  year 
which  ended  November  30,  1926,  license  fees  to  the  amount  of  .$10. 600 
liad  been  received,  while  the  expenditures  of  the  Bureau  were  witliin  tiie 
appropriation  of  $8,280. 

There  was  a  marked  increase  during  tlie  past  year  in  the  number  of 
inquiries  regarding  applications  for  licenses  to  engage  in  the  business. 
As  a  result,  it  has  been  necessary  to  investigate  very  carefully  the  (luali- 
I'lcations  of  applicants  as  to  theii*  experience  and  ability  to  engage  in  the 
l)usiness,  also  the  local  need  for  further  licenses. 

In  granting  licenses  the  Supervisor  has  endeavored  to  follow  certain 
well  defined  policies  as  to  the  amount  of  capital  to  be  engaged  in  the 
iKisiness,  the  Huitability  ;in(l  loan  ex)i(>rience  of  applicants,  as  well  as  the 
intention  of  apjilicants  to  conduct  their  l)usiness  entirely  in  cdmiiliancc 
with  the  spirit  of  the  Small  Loans  Law  and  at  a  location  that  will  leave 
no  question  in  the  minds  of  the  genei-al  hoi-rowing  i)ublic  that  the  ])rcm- 
ises  are  suitable  for  the  conduct  of  such  business. 


P.D.Of) 


Loan  Agettcies  in  Bunion  doing  Secured  Business. 


Net 

LO.SHCH 

Work  i  UK 

Loans 

I,oan.«i 

IntfTcst 

ExponHes 

SalarioH 

chait'cd   oil 

Capital 
Sept.  :iO, 

oiilMlaiuiin;^' 
Si']>l.  .HO, 

made  Iroiii 
Oct.  1,  1925, 

from  Oct.  1, 
1925,  to  Sept. 

from 
Oct.  1,1925, 

paid  from 
Oct.  1,  1925, 

from  Oct.  1, 
1925,  lo 

\et, 
Income. 

l<l2(i. 

1020. 

30,  1926. 

to  S.'pt.  30, 

H(;)>t.  ,30, 

1926. 

1926. 

1926. 

1926. 

$28,550.00 

$35,273.12 

$38,018.26 

$12,.396.09 

$4, .597.08 

$5,8.50.00 

$311.36 

551,637.(55 

.52,. 500.00 

.50,977.00 

.58,737.04 

17,.5.5S.40 

6,. 504. 28 

8,184.00 

1 ,856.98 

1,0]3.]4 

38,000.00 

38,355.63 

62,121,00 

13,276.:-!2 

6,126.41 

3,300.00 

2.32.11 

3,617.80 

20,4.50.02 

27,750.80 

49,295.00 

10,212.88 

3,912.10 

None 

613.51 

5,6,87.27 

50,500.00 

66,823.31 

115,316.00 

25,039.07 

13,412.00 

6,400.00 

886.22 

4,340.85 

31,172.94 

19,537.61 

16,6.55.94 

7,.590.80 

4,425.62 

1,300.00 

700.61 

1,164.57 

50,000.00 

20,783.21 

25,771.23 

9,206.14 

4,614.95 

1,075.00 

222.67 

2, 693. .52 

10,000.00 

7,281.02 

8,520.91 

1,177.96 

660.48 

1,170.00 

None 

652. .52* 

.50,000.00 

28,775.70 

52,5.50.00 

6,914.98 

2, 0.59.. 58 

3,333.33 

None 

1,. 522.07 

41,32S.9G 

31,1,88.11 

41,415.84 

2,083.57 

4,159.77 

None 

Non(^ 

2,076.20t 

42,000.00 

41,064.00 

23,323.00 

6,7.50.74 

1,3.53.00 

300.00 

1,306.85 

3,790.89 

3,.530.00 

1,112.88 

815.23 

168.01 

205.13 

80.00 

None 

117.12* 

5,000.00 

None 

None 

None 

125.00 

None 

None 

125.00* 

$423,031.92 

$374,922.45 

$492,839.45 

$112,374.96 

$.52,1,55.40 

$31,592.33 

$6,130.31 

.if  22, -196. 92 

Loan  Agencies  Outside  of  Boston  doing  Secured  Business. 


Loan.s 

Net 

Working 

Loans 

made  from 

Interest 

Expenses 

paid  from 

charged  off 

Capital 

ontstandiiiK 

Oct.  1,  1925, 

from  Oct.  1, 

from  Oct.  1, 

Oct.  1,  1925, 

from  Oct.l, 

Net 

Sept.  30, 

Sept.  30, 

to  Sept.  30, 

'25,  to  Sept. 

'25,  to  Sept. 

to  Sept.  30, 

'25,  to  Sept. 

Income 

1926. 

1926. 

.30,  1926. 

1926. 

30,  1926. 

$26,855.00 

$23,494.94 

$24,204.00 

$7,311.44 

$3,135.37 

$8,715.89 

$289.00 

$4,828. ,S2* 

9,2.50.00 

None 

1,043.00 

2,698.23 

1,426.01 

612.50 

3,137.83 

2,478.11* 

11,115.70 

6,200.89 

2,336.00 

2,316.,S4 

2,034.78 

2,400.00 

191.52 

2, .309.46* 

7,272.59 

4,186.12 

4,232.00 

2,376.90 

1,471.12 

None 

None 

905..S4 

4,400.00 

7,187.64 

9,812.51 

2,069.40 

307.38 

78.45 

None 

1,683.. 57 

27,700.00 

41,0.50.67 

29,634.00 

9,,526.14 

3,.548.04 

2,700.00 

511.97 

2,766.13 

3,591.06 

1,727.78 

2,220.00 

560.82 

387.99 

172.83 

None 

None 

3,600.00' 

4,403.84 

3,055.00 

1,291.12 

560.01 

None 

None 

731.11 

16,336.00 

15,630.50 

4,433.00 

4,446.60 

1,109.77 

2,500.00 

795.97 

40.86 

$110,120.35 

$103,882..38 

$80,969.51 

$32,597.55 

$13,980.47 

$17,179.67 

$4,926.29 

$3,488.88* 

Loayi  Agencies  in  Boston  doing  Unsecured  Business. 


Loans 

Net 

Salaries 

Working 
Capital 

Loans 
outstanding 

made  from 
Oct.  1,  1925, 

Interest 
from  Oct.  1, 

Expenses 
from  Oct.  1, 

paid  from 
Oct.  1,  '25, 

charged  off 

Net 

Sept.  30, 

Sept.  30, 

to  Sept.  30, 

'25,  to  Sept. 

'25  to  Sept. 

to  Sept.  30, 

'25,  to  Sept. 

Income 

1926. 

1926. 

30,  1926. 

1926. 

30,  1926. 

$115,000.00 

$105,680.20 

$141,820.00 

S5,.535.81 

$5,818.43 

$2,000.00 

None 

$2,282.62* 

19,296.00 

13,689.25 

12,120.00 

874.10 

1,807.49 

2,080.00 

None 

3,013. .39* 

169,141.58 

1.59,456.97 

264,043.00 

49,459.47 

28,014.03 

3,439.64 

None 

18,005.80 

29,.300.00 

182,920.09 

118,590.22 

16,0.33.09 

5,819.88 

2,468.66 

.$8,738.86 

994.31* 

10,2.37.00 

3,.506.00 

3,941.00 

1,165.00 

860.90 

840.00 

None 

535.90* 

11,915.06 

11,206.00 

3,961.79 

3,961.79 

5,057.66 

2,053.31 

None 

3,149.18* 

18,650.00 

17,716.70 

32,465.00 

3,860.86 

2,637.90 

1,118.54 

3.00 

101.42 

14,835..54 

15,433.01 

19,825.00 

3,827.20 

1,722.61 

None 

None 

2,104.59 

28,240.00 

29,278.00 

55,100.00 

5,478.51 

1,.3.57..54 

1,041.00 

None 

3,079.97 

19,125.00 

13,026.91 

46,.596.00 

2,754.67 

2,422.95 

1,200.00 

105.00 

973.28* 

93,000.00 

98,.582.75 

163,813.00 

29,728.92 

10,882.60 

2,725.00 

1,045.21 

15,076.11 

8,912.00 

11,085.00 

19,1.50.00 

1,915.00 

535.40 

None 

None 

1,379.60 

4,175.00 

3, .570.88 

11,832.00 

1,050.85 

997.48 

None 

None 

53.37 

7,000.00 

5,784.00 

10,425.00 

1,076.54 

618,00 

None 

None 

4.58.54 

107,090.29 

104,466.04 

234,197.00 

33,799.95 

13,371. .32 

2,.304.17 

1,041.11 

17,083.35 

93,000.00 

97,080.15 

158,115.00 

18,446.61 

7,191.18 

3,075.00 

None 

8,180.43  J 

2,099..32 

500.00 

3,924.00 

306.05 

210.00 

120.00 

None 

23.95* 

5,513.00 

3,262.00 

None 

None 

180.00 

None 

None 

180.00* 

$7.56.529.79 

$876,244.01 

$1,299,918.01 

$179,274.42 

$89,505.37 

$24,465.32 

$10,933.18 

$.54,370.55 

Deficit. 


t  Represents  business  for  five  months  onlj\ 
X  Represents  ten  months'  business 
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Loan  Agencies  Outside  of  Boston  doing  Unsecured  Business. 


Loans 

Net 

Salaries 

I-osses 

W  orking 

Loan.') 

made  from 

Interest 

Expen.se.s 

paid  from 

charged  off 

Capital 

outstanding 

Oct.  1,  1925, 

from  Oct.  1, 

from  Oct.  1. 

0<t.  1.  "25, 

from  Oct.  1. 

Net 

S.!pt.  30. 

Sept.  30, 

to  Sept.  ao. 

25,  to  Sept. 

'25.  to  Sept. 

to  Sept. 

'25.  to  Sept. 

Income. 

1926. 

1926. 

1926. 

30,  192G. 

30,  1926. 

30,  1926. 

30,  1926. 

$4,100.00 

S4,018..50 

$7,925.00 

$.5.54.75 

$394.62 

None 

None 

$160.13 

.50.000.00 

71,729.07 

130,6.50.00 

10,4.52.00 

6,.530.70 

$3,4 13.00 

None 

508.30 

26,000.00 

22,787.48 

31,706.00 

2,.544.33 

2,242.95 

6.50.00 

None 

348.02" 

51.000.00 

.50,654.00 

100,600.00 

10,166.08 

5,60.5.11 

1,982.50 

None 

2..578.47 

125,000.00 

104,937.86 

201,675.00 

16,109.43 

8,311.19 

2,600.00 

None 

5.198.24 

80.000.00 

82,722.08 

1.58,758.00 

23,904.36 

8,624.08 

2,250.00 

$743.00 

12.287.28 

1.50.000.00 

190,225.15 

91,773.30 

54,025.36 

14,742.03 

5,200.00 

2,388..54 

31,694,79 

89.000.00 

94,322.81 

1.54,419.00 

29,619.85 

10,408.40 

2,262.50 

2,875.66 

14.073.29 

14.100.00 

14,311.00 

19.200.00 

1,. 546.00 

597.20 

None 

None 

960.80  • 

7.300.00 

10,.391.09 

18.297.00 

3,7.80..57 

930.49 

1,325.00 

None 

1.. 525.08 

34,074. SO 

34,074.80 

100.225.00 

10,606.14 

5,695.76 

2,265.00 

None 

2.645.3S 

51,000.00 

50,68 1 .62 

97.710.00 

18,0.54.14 

8,020. .55 

2,400.00 

.336.20 

7.297.39 

01.211.90 

.57.424.09 

95,716.00 

20,896.,89 

12, .561. 74 

3,600.00 

None 

4,735.15 

18.851.39 

17,765.65 

32,787.01 

2,549.09 

1,196..33 

675.16 

None 

677.00 

95,000.00 

101, .597.71 

203,946.00 

34,339.91 

9,048.88 

3,475.00 

813.18 

21,002.85 

12.100.0(1 

12,162..50 

19,900.00 

1,479.88 

1,401.47 

None 

None 

78.412 

6.200.00 

2,483.52 

2,710.00 

713.18 

602.65 

None 

None 

110.53 

82.800.0(1 

01,843.36 

109,897.00 

17,296.48 

6,7.50.07 

7,325.00 

495.00 

2,726.41 

2.900.00 

1,082.20 

4,050.00 

516.24 

955.38 

None 

374.50 

813.64* 

51. .570.00 

.54,877.98 

135,600.65 

19, .523.45 

4,997.34 

2,860.00 

1.661.20 

10.004.91 

1.50.955.09 

142, .541. 16 

240,937.30 

41,698.-55 

28,635.71 

3.165.00 

141. .52 

9.7.56.32 

145.089.89 

122, .547. 20 

196.744.00 

44,331.16 

24,773.40 

3.310.00 

497.41 

1 5.750.35 

9.0.50.56 

9,931.70 

28.515.00 

2,595.90 

860.81 

780.00 

None 

9.55.09 

48.000.00 

46,207.92 

.89.752.00 

8,334..53 

5,.580.74 

1.925.00 

None 

828.793 

21,000.00 

14,8.56.56 

2:{. 118.13 

2,766.05 

2,442.47 

1,575.00 

None 

1,251.42* 

9.500.00 

12,609.64 

18,283.00 

467.98 

422.29 

None 

None 

45.69  < 

10,960.80 

12,622.27 

43.885.00 

4,310.14 

2,178.99 

1,800.00 

None 

331.15 

.57,000.00 

.54,371.75 

101. .588.00 

16,076.83 

8,644.07 

3.300.CK) 

363.00 

3.769.76 

t;i,,SS0.02 

69,121.11 

142,9.53.00 

23,220.03 

4,8,54.63 

3,164.(XI 

525.70 

14.675.70 

47,000.00 

4  1 ,973.28 

.53,905.00 

3,.504.21 

3,404.62 

1,325.00 

None 

1. -225.41" 

8,000. (jO 

8,529.00 

15,429.00 

1,176.76 

792.76 

384.00 

None 

None       ' 

34 ,000.00 

28,438.07 

37,370.00 

2.395.71 

2,812.32 

1,0.30.00 

None 

1,446.61  «• 

11,170.79 

7,. 362.. 50 

6,382.00 

2.191.26 

6.57.91 

300.00 

16.00 

1,1.57.:J5 

$1,62.5,S80..53 

$1,611,205.23 

.§2,716.406. .39 

$431,747.24 

$195,6,59.66 

S64.401.16 

$11,230.91 

$160,4.55.51 

Loan  Agencies  in  Boston  doing  Mixed  Business. 


Working 

Capital 

.Sept.  .30. 

1926. 

Loan.s 

oiit.staiiding 

.Sept.  30, 

1926. 

Loan.s 

made  from 

Oct.  1,  1925, 

to  Sept.  30, 

1926. 

Interest 
from  Oct.  1, 
'25,  to.Sepl. 

30,  1926. 

Net 

Expen.sea 

from  Oct.  1, 

'25.  to  Sept. 

30.  1926. 

Salaries 

paid  from 

Oct.  1.  '25. 

to  Sept.  30, 

1920. 

Losses 

charged  off 

from  Oct.  1, 

'25.  to  Sept. 

.•JO.  J  926. 

Net 
Income. 

$3,192.85 
5,.309.00 

$2,065.45  U. 
1,127.40S. 
4,667.43  U. 
1,6.39.44  S. 

$1,200.00  U. 
1 ,200.00  S. 
6,800.00  U. 
2,875.00  S. 

$143.17 

1,148.87 

$1,049.18 
992.17 

$75.00 
1,125.00 

None 
None 

$981. 01*    ' 
90S..30» 

$8.-501.85 

$9,499.72 

$10,075.00 

$1,292.04 

$2,041. .35 

$1,200.00 

$1.949.31* 

Loan  Ag 

encies  Outside  of  Bostoji  doing 

Mixed  Business. 

Working 

(Capital 

.Sept.  .30. 

19211. 

Loan.s 

oiit.standing 

Sc|>t.  .30. 

19'J6. 

Loan.s 

made  from 

Oct.  1.  1925, 

(o  Sej.t.  ;jo, 

1926. 

Inten-st 
from  Oct.   1, 
•25,  to  Sept. 

20.  1926. 

Net 

lOxpcn.scs 
from  Oct.  1. 
'25  to  Sept. 

.30.  1920. 

Salaries 

paid  from 

Oct.  1,  '25, 

to. Sept.  .10, 

1926. 

Los,se.s 

I'harged  off 

from  Oi'l. 

1,  1925.  (.. 

.Si^pt.  30, 

1926. 

Net 
Income. 

$4,303..56 
1 1 .000.00 

$2.290.15  11. 
3,498.72  H. 
3,469.00  1'. 
6,003.00  S. 

$9..560.00U. 
5..58().00  S. 
4,629.00  11. 
6,998.00  S. 

$1,815.01 
1 .028.75 

$501.19 
0.50.44 

$103.00 
None 

$82.4 1 
None 

$1,009.01 
072.31 

$15,393.50 

$15,200.87 

$20,767.00 

$3,444.36 

$1,217.03 

$103.00 

$82.41 

$1,081.32 

•Deficit. 

'  H(!prt'H<!ntH  seven  ninnths'  liUHineH.M. 

'^  Hcprewnts  ten  hhmiiIih'  IxiMinesH. 

U.   I'nsecured 


3  Ke|)rem.'nt8  eleven  months'  i>nNlne(w 
■•  Represents  eight  monlhs'  liiisini-ss, 
'•  HeprcHenls  six  imdIiiIih'  llllNiln•s^<. 
S.  Si'cnred 
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CHARTERED  COMPANIES  AND  LICENSED  MORRIS   PLAN 

COMPANIES. 


Loans  OiUstmtding,  etc.,  Sc/plemher  30, 

um. 

MorriH  Plun 

Collatcrul 
Loan  Company 

Other  Chart- 
ered  Coiii- 
puiiieH. 

Jjoim.s  out.st.aiiding 

WorkiiiK  ciiijil,!!! 

Loan.s  iiiadf  I'lom  October  1,  1925 

$5,894,250.79 
4,:?25,322.01 
7,004,661.81 

$1,702,910.89 
1,390,000.00 
3.6.34,077.73 

S.-iSl, 1,52.99 
337,300.00 
401,119.43 

EARL  E.  DAVIDSON, 

Supervisor  of  Loan  Agencies. 
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^f)t  CommontDealtti  of  ^a£;fi(aci)Ufi(ett£( 

REPORT 

Office  of  the  Supervisor  of  Loan  Agencies, 
Room  74  D,  State  House,  Boston. 
To  ihe  Commissioner  of  Banks. 
Sir: 

The  report  of  the  Super\dsor  of  Loan  Agencies  for  the  license  year  which 
terminated  September  30th,  1928,  is  submitted  herewith,  in  compliance  with 
Section  98,  Chapter  140,  General  Laws.  This  is  the  fifteenth  public  report 
of  the  activities  of  the  Bureau  of  Loan  Agencies. 

One  hundred  and  thirty-three  lenders  were  engaged  in  the  business  of 
making  loans  of  S300  and  less  under  the  supervision  of  this  Bureau.  This 
includes  twenty-one  Morris  Plan  Companies  and  the  three  companies 
specially  chartered  by  the  legislature. 

Seven  agencies  licensed  for  the  year  ending  September  30,  1927,  were  not 
licensed  in  the  j'ear  ending  September  30th,  1928.  Twenty-seven  new  li- 
censes were  granted.     The  new  licensees  are: 

Atlas  Finance  Corporation,  at  Boston. 
Allan  A.  Hooker  Company,  at  Boston. 
Beneficial  Loan  Society  of  Dorchester. 
Beneficial  Loan  Society  of  Lynn. 
Boston  Finance  Company,  at  Boston. 
Citizens  Finance  Corporation,  at  Framingham. 
Employees  Finance  Corporation,  at  Boston. 
G.  S.  K.  Finance  Compan5%  at  Whitinsville. 
Hill  Crossing  Association,  at  Boston. 
Hub  Finance  Company,  at  Boston. 
Ideal  Financing  Association,  at  Attleboro. 
Ideal  Financing  Association,  at  Quiney. 
Ideal  Financing  Association,  at  Waltham. 
Industrial  Bankers  of  Brockton. 
Industrial  Bankers  of  Quiney. 
Industrial  Bankers  of  Salem. 
Industrial  Bankers  of  Taunton. 
Industrial  Bankers  of  Wallham. 
Industrial  Loan  Company  of  Springfield. 
Lynn  Loan  Company,  at  Lynn. 
M-A-C-Plan,  Inc..  of  Fitehburg. 
M-A-C-Plan,  Inc.,  of  Worcester. 
National  Loan  Society  of  Caml^ridgo. 
I'ublic  l'"'inance  (\)rporation,  at  Mill'ord. 
Personal  h^inaiico  Company  of  Si)riiigliel(l. 
Springfield  Finance  Company,  at  Siiringfiold. 
TrcmonI   i^'iiiancc  Comi)aiiy,  at   lioston. 

The  Uniform  Small  Loan  Law  in  operation  in  many  of  the  states  and 
drafted  ])y  the  Division  of  Remedial  Loans  of  the  Russell  Sage  Foun(iatit)n. 
an  endowcul  New  York  philanthropy,  permits  a  maximum  charge  by  a 
licensed  lender  of  42  ])or  cent  per  annum,  or  3  '  o  per  cent  per  motit  h.  Massa- 
chusetts was  a  i)ioneer  state  in  loan  legislation  and  its  vSmall  Loans  l^aw. 
enacted  in  191  1,  and  amended  in  later  years,  permitting  a  maximum  charge 
to  licensed  lenders  of  3  pcM"  cent  ]wr  month,  or  3()  ]H>r  ciMit  per  year,  has  mot 
II  constantly  inereasing  demand  for  licenses.  This  was  ])rior  to  the  a(loi>tit>n 
of  tho  Uniform  fiaw  by  other  states.  This  indicates  that,  even  at  a  lower 
rate  than  that  permitted  iri  many  states,  tho  licensed  lender  is  anxious  to 
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do  business  here  and  finds  the  strict  and  continuing  supervision  of  his  busi- 
ness by  this  commonwealth  in  compliance  with  the  law,  by  detailed  weekly 
reports  of  all  loans  made  and  discharged,  monthly  and  annual  statements 
of  the  condition  of  the  business,  and  prescribed  systems  of  accounting,  a 
helpful  and  healthy  guarantee  by  the  state  of  its  co-operation  in  allowing 
the  business  to  expand  and  extend  along  legitimate  lines. 

The  licensed  and  chartered  offices  made  a  total  of  205,386  loans  of  S300 
and  less,  amounting  to  121,715,605.94.  Of  these,  the  three  chartered  com- 
panies made  78,472  small  loans,  amounting  to  S4,463,331.15.  The  twenty- 
one  Morris  Plan  Companies  made  51,119  loans  of  $300  and  less,  amounting 
to  $7,875,648.07.  The  other  one  hundred  and  nine  licensed  agencies  made 
75,795  small  loans,  amounting  to  $9,376,626.72.  These  figures  show  an 
increase  of  $3,366,105.07  in  excess  of  the  amount  of  money  loaned  under 
the  Small  Loan  Law  in  Massachusetts  in  1927:  an  increase  of  $6,048,772.38 
over  1926,  and  an  increase  of  $7,427,602.70  over  1925.  There  were  99,802 
loans  discharged  or  liquidated  during  the  license  year.  Loans  to  the  number 
of  941  and  aggregating  $64,017.30  were  reported  as  having  been  charged 
off  as  uncollectable.  The  working  capital  engaged  in  the  business  September 
30,  1928,  was  $17,414,140.66.  It  is  an  interesting  gain  for  industrial  lending 
as  a  licensed  business,  in  view  of  the  great  expansion  of  credit  unions  under 
the  1926  Credit  Union  Law. 

A  painstaking  attention  to  all  requests  for  information,  complaints  of 
borrowers  and  personal  inspection  of  licensed  offices  by  the  Supervisor, 
together  with  suspension  of  licenses,  where  abuses  existed,  the  co-operation 
of  the  lenders  through  their  state  association,  and  their  watchfulness  in 
reporting  any  evidence  of  illegal  loans  have  helped  to  place  Massachusetts 
high  among  the  states  regulating  the  small  loans  business.  The  supervision 
here  is  rigid,  and  the  violations  of  the  law  are  drastically  dealt  with.  The 
entire  work  of  State  Supervision  has  been  carried  on  up  to  this  time  with 
an  increased  force  of  only  two  additional  since  the  Bureau  of  Loan  Agencies 
was  established  in  1912. 

The  determination  of  the  Massachusetts  Industrial  Lenders  Association 
to  do  everything  within  its  power  to  compel  observance  of  the  laws  governing 
small  loans  in  Massachusetts,  by  co-operating,  to  the  best  of  its  ability,  with 
public  officials,  indicates  that  this  association  finds  our  Small  Loan  Law 
fundamentally  and  economically  sound,  and  that  such  a  law  is  in  the  interest, 
and  for  the  welfare,  of  all  the  citizens  of  the  Commonwealth  who  borrow 
small  sums.  This  Association  pledges  itself  to  a  strict  compliance  with  the 
law  in  spirit  and  letter:  to  the  performance  of  every  effort  to  make  indus- 
trial lending  a  beneficial  public  service  and  to  work  for  the  constructive 
problems  which  confront  its  business,  so  that  the  law,  or  any  amendment 
thereof  may  be  supported  and  preserved  as  a  recognized  part  of  the  economic 
structure  of  this  State.  Through  its  vigilance  work  in  suppressing  unlawful 
lending,  calling  to  the  attention  of  the  Supervisor  violations  of  the  law,  when- 
ever occuring,  and  by  prosecution  of  flagrant  cases,  the  Association  is  helping 
to  make  Massachusetts  supervision  most  effective.  The  amount  of  lending 
at  unlawful  rates  that  comes  to  the  attention  of  the  Supervisor  is  small,  and 
complaints  are  few  in  comparison  to  the  volume  of  business. 

Information  to  the  borrowers  is  given  willingly  at  all  times,  all  complaints 
are  investigated,  and  redress  is  secured  for  the  borrower  where  merited. 

There  has  been  a  growing  tendency  among  some  lenders  to  use  the  words 
"Bank"  or  "Banking"  on  their  show  windows,  letterheads,  and  advertising 
matter.  Section  12  of  Chapter  167,  General  Laws,  explicitly  prohibits  the 
use  of  these  terms  by  other  than  legally  incorporated  banks,  and  the  offices 
which  are  licensed  under  Sections  96  to  114,  inclusive,  of  Chapter_  140, 
General  Laws,  for  the  purpose  of  conducting  a  small  loans  business  in  no 
way  can  be  construed  as  conducting  a  banking  business.  Where  these  words 
occur  in  connection  with  the  small  loans  business  it  is  without  authority 
from  the  Supervisor,  and  should  at  once  be  called  to  his  attention.  It  has 
not  been  the  policy,  nor  is  it  the  intention  of  the  Supervisor  of  Loan  Agencies 
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to  permit  the  use  of  the  words  "Bank"  or  "Banking"  in  connection  with 
the  licensed  small  loans  business.  It  is  the  wish  of  the  Super^-isor  for  imme- 
diate compliance  by  all  licensed  lenders  with  this  request,  irrespective  of 
any  technical  question  that  might  be  raised  under  the  wording  of  Sections  12 
or  13  of  Chapter  167,  General  Laws. 

One  of  the  greatest  faults  of  the  licensed  agencies  up  to  the  present  time 
has  been  a  failure  to  educate  the  public  mind  in  the  matter  of  small  loans. 
Eightj'-five  per  cent  of  the  people  in  the  United  States  are  affected  by  small 
loans.  The  Russell  Sage  Foundation  estimates  that  the  need  for  small  loans 
is  likely  to  amount  to  8500,000.000  annually.  How  is  that  need  to  be  met 
any  better  than  under  the  present  plan  of  private  capital  with  the  maximum 
interest  rate  fixed  by  law,  and  a  lower  rate  left  to  competition?  There  seems 
to  be  no  more  practical  way  by  which  a  lower  rate  can  be  obtained  more 
cheaply,  unless  the  lenders  get  their  capital,  which  must  be  raised  by  public 
financing,  in  the  open  market.  This  depends  upon  public  recognition  of  the 
merit,  decency,  and  safety  of  the  business. 

Automobile  financing  has  presented  new  problems  to  the  Supervisor.  So 
many  inquiries  have  been  received  as  to  whether  these  operations  came 
within  the  scope  of  the  law,  that  it  is  desired  at  this  time  to  make  it  clear  that 
where  a  loan  is  given,  secured  by  a  chattel  mortgage  on  an  automobile,  it 
is  clearly  a  loan  transaction.  Where  it  is  a  transaction  to  finance  the  pur- 
chase of  a  car  by  installment  payments,  it  is  not  a  loan. 

The  financing  of  insurance  premiums  has  also  raised  a  question  as  to 
whether,  when  the  amounts  are  .5300  and  under,  these  transactions  come 
under  the  provisions  of  Sections  96  to  114,  inclusive,  of  Chapter  140,  General 
Laws. 

The  Attorney-General  states:  "I  am  of  the  opinion  that  the  plans  to 
which  you  refer  ...  do  not  relate  to  'loans'  within  the  meaning  of 
G.  L.,  C.  140,  Ss.  96  to  114,  inclusive,  but  are  in  the  nature  of  agreements 
for  the  extension  of  credit  for  the  policies  of  insurance  actually  purchased 
by  the  maker  of  the  note,  and,  as  such,  are  not  within  the  provision  of  said 
G.  L.,  C.  140,  Ss.  96  to  114." 

The  income  to  the  Commonwealth  from  the  license  fees  continues  to 
exceed  the  expenditure  of  the  Bureau  of  Loan  Agencies.  For  the  fiscal 
year  ended  November  30th,  1928,  license  fees  to  the  amount  of  SI 6.200  had 
been  received,  while  the  total  expenditures  of  the  Bureau  were  S9,6S1.97, 
a  net  gain  to  the  Commonwealth  of  $6,518.03. 

In  the  tabulations  and  the  tables  of  statistics  which  are  appended  to  this 
report,  licensees  are  referred  to  as  doing  a  secured,  an  unsecured  or  a  mixed 
business.  The  distinction  in  these  classifications  is  as  follows: — secured 
loans  are  those  where  the  security  is  a  duly  recorded  mortgage,  or  assignment 
of  wages:  unsecured  loans  are  endorsed  or  single  name  notes,  those  loans 
where  the  security,  such  as  a  stock  or  bond  certificate,  bank  book,  or  other 
collateral  is  given,  where  there  is  no  exi)ense  to  the  lender.  Those  lenders 
classified  as  (loing  a  mixed  business  make  loans  on  both  recorded  and  unre- 
corded mortgages,  and  assignments  of  wages,  as  well  as  endorsed  or  single 
name  notes. 

Respectfully  submitted, 

EARL  E.  DAVIDSON, 

Supervisor  of  Lonii  Agencies. 
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Loa)i  Aqenciei- 

■hi  Bo.slon  doing  Secured  Jiusinefft 

Loans 

Income 

Salaries 

Net 

Losses 

Working 

Loans 

made  from 

from  Oct.  1, 

from  Oct.  1, 

Expenses 

from  Oct.  1, 

Capital 

Outstanding 

Oct.  1,  1927 

1927  to 

1927  to 

from  Oct.  1, 

1927  to 

Net 

Sept.  30, 

Sept.  30, 

to  Sept.  30, 

Sept.  .30, 

Sept.  .30, 

1927  to 

Sept.  .30, 

Income. 

1928. 

1928. 

1928. 

1928. 

1928. 

Sept.  30, 
1928. 

1928. 

S38.000.00 

$37,836.12 

$42,262.05 

$14,970.07 

$8,226.00 

$.5,378.32 

$364.02 

$1,001.73 

37,000.00 

34,507.94 

56,965.00 

13,630.20 

3,300.00 

7,574.13 

152.25 

2,603.82 

47,517.51 

32,960.07 

49,855.00 

11,633.44 

2,265.00 

2,306.95 

229.65 

6,831.84 

54,500.00 

78,417.60 

137,465.00 

28,015.24 

6,625.00 

13,848.58 

1,068.01 

6,473.65 

25,056.54 

14,966.99 

9,868.00 

5,864.15 

1,325.00 

3,975.55 

None 

563.60 

60,500.002 

53,205.30 

103,969.84 

8,646.49 

4,300.00 

8,326.94 

None 

3,980.451 

10,000.00 

8,135.79 

9,215.00 

2,726.56 

2,340.00 

865.29 

90.69 

569.421 

59,581.68 

58,173.98 

85,534.00 

16,231.89 

3,366.70 

3,953.80 

316.16 

8,595.23 

$332,155.73 

$316,203.79 

$495,133.89 

$101,718.04 

$31,747.70 

$46,229.56 

$2,220.78 

$21,520.00 

1  Deficit. 


2  Represents  9  months'  business. 


Loan  Agencies  Outside  of  Boston  doing  Secured  Business 

Loans 

Income 

Salaries 

Net 

Losses 

,. 

Working 

Loans 

made  from 

from  Oct.  1, 

from  Oct.  1, 

Expenses 

from  Oct.  1, 

Capital 

Outstanding 

Oct.  1,  1927 

1927  to 

1927  to 

from  Oct.  1, 

1927  to 

Net 

Sept.  30, 

Sept.  30, 

to  Sept.  30, 

Sept.  .30, 

Sept.  30, 

1927  to 

Sept.  30, 

Income. 

1928. 

1928. 

1928. 

1928. 

1928. 

Sept.  30, 

1928. 

1928. 

$34,535.00 

$31,132.54 

$44,172.00 

$10,141.58 

$5,680.18 

$4,099.70 

$316.85 

$44.85 

14,360.00 

8,099.50 

5,428.15 

2,719.17 

1,200.00 

1,740.11 

34.56 

255.501 

5,781.78 

3,240.07 

2,405.00 

1,363.71 

None 

1,255.13 

None 

108.58 

11,344.17 

11,186.12 

13,031.94 

2,561.56 

96.89 

344.24 

None 

2,120.43 

47,402.39 

47,280.51 

41,939.00 

10,407.10 

3,300.00 

3,904.02 

447.42 

2,755.66 

3,164.912 

2,496.00 

3,265.00 

258.76 

None 

228.35 

None 

30.41 

3,591.06 

2,097.12 

2,410.00 

603.03 

209.83 

393.20 

None 

None 

3,953.54 

1,464.30 

3,635.00 

536.57 

647.50 

1,386.63 

3.45 

1,501.011 

9,904.00 

2,428.13 

280.00 

632.95 

None 

267.45 

None 

365.50 

15,436.00 

14,379.68 

3,335.00 

3,724.97 

2,500.00 

985.69 

208.83 

30.45 

$149,472.85 

$123,803.97 

$119,901.09 

$32,949.40 

$13,634.40 

$14,604.52 

$1,011.11 

$3,699.37 

1  Deficit. 


2  Represents  7  months'  business. 


Loan 

Agencies  in  Boston 

doing  Unsecured  Business 

Loans 

Income 

Salaries 

Net 

Losses 

Working 

Loans 

made  from 

from  Oct.  1, 

from  Oct.  1, 

Expenses 

from  Oct.  1, 

Net 

Capital 

Outstanding 

Oct.  1,  1927, 

1927  to 

1927  to 

from  Oct.  1, 

1927  to 

Income. 

Sept.  30, 

Sept.  30, 

to  SeDt.  30, 

Sept.  30, 

Sept.  30, 

1927  to 

Sept.  30, 

1928. 

1928. 

1928. 

1928. 

1928. 

Sept.  30, 
1928. 

1928 

$208,176.00 

$185,133.08 

$236,215.00 

$35,933.52 

$3,460.00 

$23,275.39 

$1,976.40 

$7,221.73 

25,296.00 

13,049.00 

7,850.00 

719.81 

2,120.00 

1,922.62 

None 

3,322.8H 

562,140.00 

242,361.00 

353,680.00 

98,497.77 

3,633.36 

57,027.73 

2,970.56 

34,866.12 

72,613.93 

71,429.06 

155,986.60 

21,992.48 

10,885.00 

4,977.40 

521.00 

5,609.08 

42,096.00 

38,552.78 

54,538.00 

6,951.92 

963.86 

4,011.06 

None 

1,977.00 

23,253.05 

20,116.72 

32,128.40 

4,277.74 

770.42 

2,070.37 

.50 

1,436.45 

29,070.60 

27,842.14 

22,700.00 

6,924.12 

900.00 

2,553.69 

3.72 

3,466.71 

31,947.20 

31,041.00 

43,750.00 

5,009.61 

834.00 

1,780.74 

534.00 

1,860.87 

19,125.00 

14,796.31 

57,579.00 

4,107.07 

1,590.00 

975.54 

2,582.60 

1,041.071 

122,000.00 

125,282.00 

237,029.00 

37,783.02 

3,050.00 

17,672.55 

1,747.51 

15,312.96 

41,448.00 

15,521.00 

34,750.00 

3,389.25 

None 

1,117.03 

231.25 

2,040.97 

154,703.292 

145,485.26 

237,740.00 

25,699.49 

2,399.05 

24,787,21 

None 

1,486.771 

5,043.06 

4,048.56 

7,229.00 

798.16 

None 

1,075.50 

None 

277.341 

8,465.65 

8,742.00 

16,125.00 

1,670.20 

None 

432.53 

15.36 

1,222.31 

212,201.29 

201,877.80 

377,386.00 

65,494.49 

3,050.00 

25,243.31 

2,346.67 

34,854.51 

190,204.69 

188,075.45 

257,865.00 

52,618.32 

4,230.54 

12,950.07 

None 

35,437.71 

3,000.003 

2,847.54 

3,850.00 

221.23 

None 

427.75 

None 

206.521 

67,000.00 

60,428.02 

91,407.55 

18,540.69 

7,817.15 

8,098.16 

963.36 

1,662.02 

16,178.64^ 

14,846.73 

32,998.00 

2,678.64 

None 

661.08 

None 

2,017.56 

26,600.005 

25,787.35 

31,325.00 

1,840.57 

None 

1,613.30 

None 

227.27 

7,953.716 

7,507.19 

9,090.02 

181.84 

None 

384.02 

None 

202.181 

$868,516.11 

$444,769.99 

$2,301,221.57 

$395,329.94 

$45,703.38 

$193,057.05 

$13,892.93 

$142,676.58 

1  Deficit. 

"  Represents  10  months'  business. 

3  Represents  Ij/^  months'  business. 


*  Represents  9J-^  months'  business 
5  Represents  6  months'  business, 
s  Represents  3  months'  business. 
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Loan  Agencies  Outside  of  Boston  doing  Unsecured  Business 


Working 

Capital 

Sept.  30, 

1928. 

Loans 

Outstanding 

Sept.  30, 

1928. 

Loans 
made  from 
Oct.  1,  1927, 
to  Sept.  30, 

1928. 

Income 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Salaries 
from 
Oct.  1, 
1927  to 
Sept.  30, 
1928. 

Xet 

Expenses 

from 

Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Lo.sses 

from 

Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Xet 
Income. 

{83,646.15 

$81,190.05 

5177,956.00 

$23,437.75 

$5,200.00 

$11,853.86 

None 

$6,383.89 

88,219.92 

82,881.25 

160,265.00 

24,719.92 

2,166.65 

8,661.72 

None 

13,891.55 

109,661.79 

93,810.93 

186,750.00 

14,940.00 

2,905.00 

6,642.50 

799.00 

4,593.50 

53,866.40 

51,118.67 

92,327.00 

16,064.59 

2,760.00 

6,688.95 

None 

6,615.64 

99,973.64 

97,432.20 

197,236.00 

28,156.80 

2,750.00 

10,693.51 

714.00 

13,999.29 

178,179.06 

151,533.00 

261,075.00 

20,387.80 

2,465.00 

8,516.60 

53.00 

9,353.20 

127,037.44 

123,149.84 

250,923.50 

38,782.92 

2,750.00 

14,621.29 

799.48 

20,612.15 

228,866.53 

206,276.28 

60,365.95 

52,208.53 

5,200.00 

10,093.03 

4,380.90 

32,534.60 

10,000.00 

5,458.50 

13,820.00 

1,689.36 

None 

283.50 

None 

1,405.86 

117,158.16 

112,993.22 

237,880.00 

36,269.56 

2,750.00 

13,426.11 

3,387.05 

16,706.40 

173,031.02 

172,104.91 

269,991.35 

49,764.69 

2,712.50 

20,933.74 

None 

26,118.45 

35,147.89 

31,407.40 

59,675.00 

4,537.99 

None 

619.85 

None 

3,918.14 

74,264.07 

66,094.21 

124,826.50 

19,191.65 

2,649.98 

7,215.18 

None 

9,326.49 

12,144.49 

11,393.87 

15,867.00 

3,123.49 

1,275.00 

639.12 

None 

1,209.37 

129.250.00 

109,073.78 

201,991.00 

32,295.95 

1,466.00 

12,309.76 

373.97 

18,146.22 

70,120.69 
72,000.00 

66,057.21 

115,450.00 

22,284.64 

2,750.00 

10,036.89 

260.94 

9,236.81 

70,725.44 

114,441.50 

24,094.39 

3,600.00 

9,414.13 

None 

11,080.26 

28,021.54 

23,368.60 

53,878.46 

4,899.08 

1,545.00 

1,976.45 

210.25 

1,167.38 

112,748.02 

108,472.51 

236,950.90 

37,615.05 

2,870.00 

14,532.28 

2,058.98 

18,153.79 

1,900.00 

17,961.50 

26,400.00 

2,112.00 

305.75 

2,240.39 

None 

434.14' 

6,200.00 

2,567.70 

1,455.00 

518.91 

None 

448.84 

None 

70.07 

138,150.00 

96,692.27 

163,638.85 

28,411.59 

6,222.19 

10,796.31 

1,076.00 

10,317.09 

100,731.00 

96,507.68 

208,479.00 

30,947.47 

2,930.00 

8,742.61 

1,007.59 

18,267.27 

423,565.20 

229,530.14 

393,057.48 

88,932.17 

4,501.07 

50,725.28 

1,433.76 

32.272.06 

71,260.96 

67,496.43 

110,655.00 

18,929.30 

2,475.00 

6,855.80 

None 

9.598.50 

229,770.00 

210,858  45 

337,375.00 

66,043.94 

3,165.00 

37,206.89 

3,883.33 

21.788.72 

50,294.502 

53,841.33 

103,093.00 

12,097.88 

1,675.00 

5,631.17 

None 

4.787.71 

14,087.02 

13,939.75 

21,997.00 

2,964.33 

795.00 

1,849.23 

None 

320.10 

107,243.15 

103,055.27 

233,296.00 

29,052.00 

2,675.00 

12,113.79 

143.68 

14,119.53 

26,273.45 

14,144.26 

22,176.00 

5,618.29 

3,975.00 

3,176.13 

None 

1.532.84' 

107,165.643 

99,002.48 

142,380.00 

13,045.02 

1.627.50 

13,961.08 

None 

2.543.56' 

32,917.87 

26,032.43 

41,351.41 

5,044.19 

None 

2,214.29 

None 

2.829.90 

96,662.89 

91,757.60 

155,964.00 

19,533.53 

2,330.00 

7,227.05 

None 

9.976.48 

26,225.85 

24,578.95 

64,505.00 

9,144.09 

1,590.00 

4.460.92 

147.61 

2.945.56 

78,458.52 

74,323.42 

159,344.00 

25,583.04 

3,575.00 

11.778.64 

434.54 

9.794.86 

100,475.86 

93,167.09 

178,526.00 

29,684.01 

4,002.00 

8.630.07 

904.49 

16.147.45 

64,163.12 

61,589.75 

123,391.00 

20,464.84 

2,810.00 

8,124.20 

None 

9.530.64 

8,725.00 

6,821.48 

16,575.00 

2,411.77 

1,890.00 

2,719.75 

None 

2.197.98' 

101,085.92 

97,678.65 

151,047.00 

23,667.85 

2,395.00 

7,913.97 

None 

13.358.88 

200,100.00 

179,645.69 

283,650.00 

41,181.94 

3,000.00 

28,138.39 

None 

10.043.55 

25,136.91 

23,496.40 

45,441.50 

5,278.83 

None 

2,255.05 

None 

3,023.78 

11,115.36 

10,547.50 

17,543.00 

2,189.09 

1,000.00 

758.88 

None 

430.21 

37,167.09 

36,536.00 

74,937.67 

5,890.65 

1.500.20 

2,223.36 

None 

2.167.09 

25,856.67 

25,139.50 

51,225.00 

6,688.53 

3.120.00 

1,479.39 

None 

2,089.14 

34,931.44 

34,175.85 

70,819.00 

7,441.32 

889.89 

2,244.27 

None 

4..307.16 

41,975.00 

38,452.23 

73,930.00 

8,875.76 

2.403.33 

5,715.11 

None 

757.32 

156,008.63 

148,929.67 

27(1,370.00 

34,670.58 

2,872.50 

29,527.94 

None 

2,270.14 

73,427.36 

71.049.40 

11.'').  750.00 

10,729.62 

2,830.00 

5,472.26 

None 

2.427.36 

40,000.00 

38,334.19 

72,615.00 

8,738.29 

1,850.00 

6,019.04 

None 

869.25 

11,847.77 

10,152.49 

9,507.00 

2,560.66 

360.00 

1,335.48 

None 

8W.18 

173,500.00 

124,437.65 

248,442.10 

22,922.01 

2,074.iJ3 

16,999.81 

None 

3,847.67 

142,053.892 

134,480.92 

224,115.00 

23,777.16 

2,367.50 

24,576.14 

None 

3,106.48' 

47,0fW).00' 

43,503.68 

67,685.00 

5,856.01 

1,910.00 

4,241.88 

None 

295.87' 

53,ono.OO'' 

40,973.23 

64,101.00 

3,532.59 

2,250.00 

4,500.90 

None 

3.218.31' 

20,000.00" 

16,373.40 

2(),()05.00 

1,196.96 

525.00 

1,470.80 

None 

798.84' 

12,000.007 

10,699.28 

i2,:i:io.oo 

407.25 

None 

813.80 

None 

lOn^lS' 

63,142.21" 

52,075.70 

.'■).'), r:!."). 00 

3.244.58 

540.02 

4,264.52 

None 

1.559.96' 

S.?,  134.43'* 

46,114.20 

4H,7.')0.00 

1.154.01 

540.00 

4,022.32 

None 

3.408.31' 

6,000.00" 

5,094.98 

7.671.00 

157.98 

None 

000.48 

None 

502.50' 

14,818,089.52 

$4,236,894.58 

$6,321,004.17 

$1,085,164.20 

$126,780.61 

$522,608.70 

$22,068.57 

$413,010.32 

'  nefioit. 

2  Hi'preHcntH  10' a  nionthn'  liiiMinosa. 
•*  Kepri'HcnlM  7' J  niontliM'  lniMinesM. 
■•  Kepreaent.'t  10  month.i'  tniniiieM8. 
•■'  Represents  8  monthH*  buHiness. 


*  RoprPHents  .'>  months'  huHinp-ts. 
"  HeprcMcnlH  4  iiidhiIih'  linNinesfs. 
■•  Ri'prc.ii'iils  3  iiKiiillis'  Ims^ine.".-". 
9  Repreaenls  .5!  a  niontlis'  l>ii»ine( 
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Loan  Agencies  in  Boston  doing  Mixed  Business 


Working 

Capital 

Sept.  30, 

1928. 

Loans 

Outstanding 

Sept.  30, 

1928. 

Loans 

made  from 

Oct.  1,  1927 

to  Sept.  30, 

1928. 

Income 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Salaries 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Net 

Expenses 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Losses 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Net 
Income. 

$40,651.75 

50,000.00 

3,000.00 

16,000.00-' 

$35,904.10 
27,941.16 
4,181.72 
13,313.38 

$37,363.00 

30,753.00 

2,200.00 

18,130.00 

$12,762.59 

9,613.32 

113.51 

1,424.43 

$6,350.00 
1,855.00 

None 
1,440.00 

$4,305.68 

4,911.54 

1,090.21 

948.46 

$393.10 
495.78 
125.00 
None 

$1,713.81 

2,351.00 

1,101.701 

964.031 

$109,651.00 

$81,340.36 

$88,506.00 

23,913.85 

$9,645.00 

$11,255.89 

$1,013.88 

$1,999.08 

1  Deficit. 


Represents  9  months'  business. 


Loan  Agencies  Outside  of  Boston  doing  Mixed  Business 


AVorking 

Capital 

Sept.  30, 

1928. 

Loans 

Outstanding 

Sept.  30, 

1928. 

Loans 

made  from 

Oct.   1,   1927 

to  Sept.  30, 

1928. 

Income 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Salaries 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Net 

Expenses 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Losses 

from  Oct.  1, 

1927  to 

Sept.  30, 

1928. 

Net 
Income. 

$7,703.34 
31,000.00 
11,775.162 

$7,253.16 

29,234.00 

8,280.90 

$13,715.00 
26,954.00 
11,131.00 

$1,945.25 

3,662.91 

551.35 

$240.00 
676.00 
385.40 

$594.02 
604.91 
481.99 

None 

None 
None 

$1,111.23 

2,382.00 

316.041 

$50,478.50 

$44,768.06 

$51,800.00 

$6,159.51 

$1,301.40 

$1,680.92 

None 

$3,177.19 

1  Deficit. 


2  Represents  7  months'  business. 


MORRIS  PLAN  COMPANIES 
September  30,  1928. 


Loans  Outstanding. 

Capital. 

Loans  Made. 

$377,299.71 

$386,898.72 

$308,193.56 

165,485.88 

170.260.96 

188,825.47 

446,388.15 

479,067.98 

416,542.57 

42,659.60 

49,500.00 

87,962.88 

340,053.85 

350,094.44 

414,047.47 

144,646.00 

147,763.24 

137,590.00 

165,501.00 

227,759.20 

262,054.00 

62,378,00 

131,214.01 

188,599.00 

343,689.00 

461,400.12 

342,705.06 

158,497.67 

195,878.08 

183,064.76 

1,283,534.16 

1,770,540.98 

1,215,922.16 

244,505.00 

280,038.60 

270,495.00 

95,325.00 

108,400.00 

124,220.00 

484,774.71 

489,875.94 

634,951.55 

200,880.00 

229,853.62 

211,185.55 

302,615.29 

375,877.57 

416,644.00 

524,635.20 

600,469.03 

882,999.49 

377,971.13 

402,445.63 

301,753.30 

720,288.69 

925,028.88 

746,892.45 

473,133.76 

503,713.85 

543,419.80 

85,415.00 

109,961.43 

97,580.00 

$7,039,676.80 

$8,395,952.28 

$7,875,648.07 

COLLATERAL  LOAN  COMPANY 
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Loans  Outstanding. 


$1,954,671.70 


Working  Capital. 


Loans  Made. 


$2,060,256.24 


$3,959,832.19 


OTHER  CHARTERED  COMPANIES 


Loans  Outstanding. 

Working  Capital. 

Loans  Made. 

$613,972.82                                 $629,578.43 

$503,498.96 

TABULATION 

Loa72s  made  for  License  Year  ending  September  30,  1928. 


Place 


Boston  Licensed  Lenders 
Boston  Licensed  Lenders 
Boston  Licensed  Lenders 


Outside  of  Boston  Licensed  Lenders 
Outside  of  Boston  Licensed  Lenders 
Outside  of  Boston  Licensed  Lenders 


Morris  Plan  Companies. 

Collateral  Loan 

Other  Chartered  Companies 


Nature  of 
Business 

Secured 

Unsecured 

Mixed 

No. 

8 
21 

4 

33 

10 

59 

3 

72 

21 

1 
2 

Amount 

$495,133.89 

2,301,221.57 

88,506.00 

$2,884,861.46 

Secured 

Unsecured 

Mixed 

$119,901.09 

6,321,064.17 

51.800.00 

$6,491,765.26 

$7,875,648.07 

$3,959,832.19 

$503,498.96 

SUMMAin' 

Striall  Lornis  tnadc  by  all  MaKsarhuselts  Licensed  Lenders  and  (Vuirtcred  Com- 
panies for  license  i/ears  1920,  1927  and  192S. 


1920 

1027 

1928 

Number 

Amount 

Number 
40.824 

Amount 

Number 

Amount 

Morris  Plan  Compunica 

46.560 

$7,004,061.81 
4,026.974.50 

$7,030,173.00 

51.119 

•7,876.648.07 

Other  LiccnHcd  Lendcm 

40,861 

52.242 

0,409.407.30 

75.705 

0,376,620.73 

Chortored  Companiox    . 

76,614 

4,035,107.10 

77,118 
170.184 

4.303.850.01 

78.472 

4,463,331.15 

Total        .... 

101,041 

$15,060,833.60 

S18.34D.600.87 

205.380 

$21,715,606.04 

P.D.  95 
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tE()e  Commoittoealti)  of  i¥la£(s;actus;ett0 

REPORT 

Office  of  the  Supervisor  of  Loan  Aj^encies, 
Room  74  D,  State  House,  Boston. 
To  the  Commissioner  of  Banks. 

Sir: 
In  compliance  with  Section  98,  Chapter  140,  General  Laws,  the  annual 
report  of  the  Supervisor  of  Loan  Agencies,  for  the  license  year,  which  ter- 
minated September  30,  1929,  is  submitted  herewith.     This  is  the  sixteenth 
public  report  of  the  activities  of  the  Bureau  of  Loan  Agencies. 

One  hundred  and  thirty-seven  offices  were  engaged  in  the  business  of 
making  loans  of  $300  and  less  under  State  supervision  in  addition  to  the 
twenty-two  Morris  Plan  Companies  and  the  three  companies  specially  char- 
tered by  the  legislature. 

Four  offices  operating  in  the  license  year  1928  were  not  licensed  in  1929. 
Thirty-four  new  licenses  were  granted.  Twelve  applications  for  licenses 
were  denied.  One  license  was  suspended.  The  offices  licensed  during  the 
year  ending  September  30,  1929,  and  not  licensed  for  the  year  preceding 
were: 

Acme  Finance  Company,  Boston. 

American  Credit  and  Finance  Company,  Boston. 

Berardi  Loan  Association,  Milford. 

Citizens  Finance  Company,  Lowell. 

Fidelity  Security  Company,  Boston. 

William  J.  Foley,  Boston. 

Globe  Discount  and  Finance  Corporation,  Boston. 

Greenfield  Loan  and  Acceptance  Corporation,  Greenfield. 

Guaranty  Loan  Plan,  Inc.,  Northampton. 

Ideal  Financing  Association,  Athol.  ^ 

Ideal  Financing  Association,  Gardner. 

Ideal  Financing  Association,  Norwood. 

Individual  Finance  Company,  Boston. 

Industrial  Bankers  of  Attleboro,  Attleboro. 

Industrial  Bankers  of  Brookline,  Brookline. 

Industrial  Bankers  of  Greenfield,  Greenfield. 

Industrial  Bankers  of  Lawrence,  Lawrence. 

Industrial  Bankers  of  Leominster,  Leominster. 

Industrial  Bankers  of  Lowell,  Lowell. 

Industrial  Bankers  of  Massachusetts,  Holyoke. 

Industrial  Bankers  of  New  Bedford,  New  Bedford. 

Industrial  Bankers  of  Newburyport,  Newburyport. 

Industrial  Bankers  of  North  Adams,  North  Adams. 

Industrial  Bankers  of  Webster,  Webster. 

Industrial  Discount  Corporation,  Springfield. 

Lawrence  Acceptance  Corporation,  Lawrence. 

Luzo  Corporation  of  America,  Fall  River. 

New  Bedford  Acceptance  Corporation,  New  Bedford. 

Personal  Finance  Company,  Haverhill. 

Prudential  Financial  Corporation,  Newton. 

C.  T.  Sherer  Company  Branch,  Worcester  Morris  Plan  Company, 
Worcester. 

State  Loan  Company,  Boston. 

Terminal  Finance  Corporation,  Boston. 

Unity  Loan  &  Finance  Corporation,  Boston. 
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The  Massachusetts  law,  relating  to  the  supervision  of  loan  agencies  and 
to  the  business  of  making  small  loans,  enacted  in  1911  and  amended  during 
the  five  years  following,  which  permits  a  maximum  charge  of  3  per  cent  per 
month  on  balances  of  principal  to  lenders  licensed  by  this  Commonwealth, 
has  continued  without  change  since  1916  and  appears  to  govern  the  business 
as  adequately  today  as  at  that  time,  despite  the  fact  that  the  number  of 
licensees  has  increased  from  seventy-six  in  1920  to  one  hundred  and  sLxty 
in  1929.  Supervision  has  been  thorough  and  continuing.  The  rules  and 
regulations  promulgated  have  been  flexible  enough  with  a  few  changes  to 
entirely  safeguard  the  welfare  of  the  borrowers.  ^Massachusetts  supervision 
ranks  high  among  the  states  which  have  small  loan  laws.  The  Common- 
wealth was  a  pioneer  in  loan  legislation  and  is  today  a  leader  in  the  adminis- 
tration of  that  legislation. 

It  becomes  more  apparent  as  time  goes  on  that  the  policy  of  the  Super\-isor  is 
a  sound  one  in  granting  new  licenses  only  to  individuals  who  are  bona  fide 
residents  of  this  Commonwealth  and  only  to  Massachusetts  incorporated 
companies  with  local  directorates  and  ]\Iassachusetts  capital  invested  in 
the  business. 

The  twenty-two  Morris  Plan  companies  made  53.203  loans  amounting  to 
S8,418,404.24.  The  three  chartered  companies  made  78,513  loans  amount- 
ing to  84,638,749.04.  One  hundred  and  thirty-seven  other  licensees  made 
102,931  loans  amounting  to  815,473.503.97.  This  was  a  total  of  234.647 
loans  of  8300  or  under,  amounting  to  828,030,942.25.  An  increase  in  amount 
loaned  of  221^  per  cent  over  1928,  32  per  cent  over  1927  and  43  per  cent 
over  1926.  There  were  134,211  loans  discharged  or  liquidated  by  the  twenty- 
two  Morris  Plan  companies  and  one  hundred  thu'ty-seveu  licensed  agencies. 
These  lenders  charged  off  as  uncollectible  995  loans  aggregating  893.210.22. 
The  working  capital  of  all  companies  under  supervision  engaged  in  the 
business  September  30,  1929,  was  822,077.688.98. 

The  business  of  the  one  hundred  thirty-seven  lenders,  excluding  Morris 
Plan  and  chartered  companies,  showed  a  net  return  for  the  license  year  of 
approximately  7.6  per  cent.  Although  a  number  of  the  offices  have  only 
been  in  operation  a  part  of  the  year,  as  indicated  in  the  tabulations  which 
follov,-,  it  was  considered  only  fair  to  include  these  to  obtain  a  true  figure 
of  profit  embracing  all  the  offices  in  this  group. 

The  figures  above  and  the  tabulations  following  indicate  that  a  consider- 
able capital  is  needed  by  each  office  as  well  as  careful  management  to  net  a 
fair  return  on  invested  capital. 

It  is  perhaps  only  natural  that  with  the  increase  in  the  volume  of  business 
that  there  should  be  more  requests  for  information  from  the  In^rrowing 
public  and  a  larger  number  of  complaints.  The  majority  of  these  are 
mainly  because  the  borrower  does  not  understand  and  it  is  a  comparatively 
easy  matter  to  enlighten  him  or  help  him  in  an  adjustment  of  his  account 
with  the  lender,  but  entire  co-oiieration  is  necessary  from  tlie  lender,  other- 
wise it  will  be  necessary  to  take  more  drastic  action.  This  also  applies  to 
full  and  f-arofiil  compliance  with  the  law  and  rules  and  regulations. 

Respectfully  submitted, 

EARL  E.  DAVIDSON, 

Stipcrvisor  of  Loan  Agencies. 
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Loan  Agencies  in  Boston  doing  Secured  Business 


WorkinK 

Capital 

Sept.  30, 

1929. 

Loans 

OutstandinK 

Sept.  30, 

1929. 

Loans 

made  from 

Oct.  1,  1928 

to  Sept.  30, 

1929. 

Income 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Salaries 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Net 

Expenses 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Losses 

from  Oct.l, 

1928  to 

Sept.  .30, 

1929. 

Net 
Income. 

$44,281.80 
38,475.71 
36,921.62 
95,061.95 
22,218.23 
39,137.53 
10,000.00 
69,309.69 
11,615.40 
45,021.821 
72,650.002 
50,385.142 
2,932.472 

$43,112.64 
34,486.74 
34,244.22 
73,110.73 
12,948.64 
35,289.53 

8,230.56 
57,948.91 

7,407.85 
43,038.83 
67,305.44 
45,758.22 

1,116.15 

$44,416.17 

56,705.00 

51,489.80 

110,185.00 

6,184.09 

84,286.23 

6,838.00 

74,424.40 

13,889.38 

61,469.83 

113,903.00 

67,409.00 

2,275.00 

$14,.582.21 
13,181.56 
11,870.37 
26,-541.06 

5,360.20 
13,520.11 

2,923.74 
16,984.73 

1,979.04 

4,264.26 
10,068.45 

8,799.89 
268.80 

$8,184.00 
3,300.00 
975.00 
6,500.00 
1,-300.00 
2,700.00 
2,6.50.00 
3,633.42 
None 
None 
4,100.00 
1,219.00 
585.00 

$5,103.06 
7,-501.11 
3,-571.89 

13,808.65 
3, 188.. 53 

11, .501.26 
758.37 
4,175.21 
1,621.04 
5,329..56 
8,2.39.76 
7,19.5.75 
875.15 

-$635.15 

194.95 

273.51 

1,428.16 

None 
9.38.72 

None 
740.39 

None 

None 
604.00 

None 

None 

$660.00 
2,185..50 
7,049.97 
4,744.25 

871.67 
1,619.87* 

484.63' 
8,435.71 

3.58.00 
1,065.30* 
2,875.31* 

385.14 
1,191.35* 

$538,011.36 

$463,998.46 

$693,474.90 

$130,344.42 

$35,146.42 

$72,929.34 

$4,814.88 

$17,453.78 

Deficit. 


1  Represents  11  months'  business. 

2  Represents  103^  months'  business. 


Loan  Agencies  Outside  of  Boston  doing  Secured  Business 


Working 

Capital 

Sept.  30, 

1929. 

Loans 

Outstanding 

Sept.  30, 

1929. 

Loans 

made  from 

Oct.   1,  1928 

to  Sept.  30, 

1929. 

Income 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Salaries 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Net 

Expenses 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Losses 

from  Oct.l, 

1928  to 

Sept.  30, 

1929. 

Net 
Income. 

$34,035.00 
12,366.86 

6,064.19 
41,000.00 
13,028.42 
50,275.89 
25,138.34 

2,591.06 
13,851.77 

$29,250.70 

7,045.19 

2,327.13 

39,401.00 

12,030.02 

48,530.00 

24,051.46 

1,993.25 

12,904.11 

$43,930.61 

3,979.00 

1,915.00 

29,470.00 

12,746.86 

40,082.00 

47,828.63 

1,550.00 

2,373.00 

$10,779.01 
2,695.52 
1,1.53.62 
5,550.30 
2,881.28 
11,141.93 
4,164.66 
409.88 
3,545.48 

$6, .572. .34 
1,200.00 
None 
520.00 
250.-55 
3,508.35 
None 

14.15 
2,500.00 

$4,602.59 

2,199.86 

671.50 

521.78 

326.48 

3,907.86 

1,010.62 

395.73 

1,044.40 

$950.99 
44.70 

None 

None 

None 
580.22 
136.35 

None 

None 

$1,-346.91* 
749.04* 
482.12 
4,508.52 
2,304.25 
3,145.50 
3,017.69 
None 
1.08 

$198,351.53 

$177,532.86 

$183,875.10 

$42,321.68 

$14,565.39 

$14,680.82 

$1,712.26 

$11,363.21 

Deficit 


Loan  Agencies  in  Boston  doing  Unsecured  Business 


Working 
Capital 

Loans 
Outstanding 

Loans 
made  from 

Income 
from  Oct.  1, 

Salaries 
from  Oct.  1, 

Net 

Expenses 

from  Oct.  1, 

Losses 
from  Oct.l, 

Net 

Sept.  30, 

Sept.  30, 

Oct.  1,  1928 

1928  to 

1928  to 

1928  to 

1928  to 

Income. 

1929. 

1929. 

to  Sept.  30, 

Sept.  30, 

Sept.  30, 

Sept.  30, 
1929. 

Sept.  30, 

1929. 

1929. 

1929. 

1929. 

5299,177.44 

$248,224.47 

1311,980.00 

146,670.30 

$7,690.00 

$25,994.18 

$2,158.74 

$10,827.38 

27,296.881 

12,316.18 

2,380.00 

496.12 

2,080.00 

1,967.32 

None 

3,551.20* 

556,884.00 

222,879.24 

341,427.97 

82,992.48 

2,873.48 

69,613.61 

2,988.58 

7,516.81 

77,231.86 

73,919.31 

162,304.54 

.     23,700.09 

11,620.00 

5,687.88 

383.16 

6,009.05 

61,027.75 

45,402.73 

61,451.00 

10,638.18 

2,702.44 

4,395.12 

None 

3,540.62 

25,213.84 

18,505.63 

27,385.32 

4,559.56 

735.00 

1,803.35 

41.94 

1,979.27 

33,472.24 

30,361.59 

16,285.00 

7,560.43 

405.00 

2,652.09 

None 

4,503.34 

33,980.85 

27,024.00 

37,000.00 

4,131.07 

150.00 

2,530.69 

None 

1,450.38 

24,530.56 

17,535.39 

39,435.75 

3,745.56 

1,560.00 

1,055.63 

365.00 

764.93 

114,603.20 

109,615.24 

195,508.00 

39,720.71 

4,.337.50 

16,566.57 

2,928.51 

15,888.13 

22,150.002 

13,155.90 

54,540.00 

2,500.11 

None 

4,602.78 

None 

2,102.67* 

70,443.67 

41,727.00 

69,658.00 

6,965.80 

1,740.00 

2,424.44 

86.00 

2,715.36 

162,109.29 

139,576.46 

250,453.92 

53,768.92 

2,862.00 

47,576.96 

None 

3,329.96 

4,242.28 

2,432.72 

4,257.00 

497.88 

450.00 

825.00 

None 

777.12* 

11,142.06 

8,434.50 

13,850.00 

1,432.43 

None 

321.50 

10.50 

1,100.43 

274,361.80 

271,063.91 

496,140.15 

90,494.39 

3,300.00 

32,223.14 

3,206.54 

51,764.71 

225,207.67 

219,219.95 

276,572.00 

68,513.46 

4,612.99 

16,300.93 

None 

47,599.54 

5,407.43 

4,790.95 

7,725.00 

1,142.64 

None 

553.54 

38.27 

550.83 

67,000.00 

60,630.63 

81,867.28 

18,620.59 

8,000.20 

8,228.70 

653.35 

1,738.34 

28,904.67 

22,879.10 

43,846.00 

6,304.67 

2,864.43 

1,613.31 

None 

1,826.93 

5,023.59 

48,660.15 

60,555.00 

11,896.85 

None 

3,470.20 

None 

8,426.65 

10,245.203 

8,388.37 

16,323.00 

1,379.06 

None 

438.80 

None 

940.26 

8,769.61^ 

8,462.00 

9,812.00 

418.17 

None 

596.17 

None 

178.00* 

27,000.00-* 

18,221.00 

21,950.00 

2,195.00 

None 

63.33 

None 

2,131.67 

$2,175,425.89 

$1,673,426.42 

$2,602,706.93 

$490,344.47 

$57,983.04 

$251,505.24 

$12,860.59 

$167,995.60 

*  Deficit. 


1  Represents  314  months'  business. 

2  Represents  11  months'  business. 


3  Represents  lO}-^  months'  business. 
*  Represents  4  months'  business. 
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Loan  Agencies  Outside 

of  Boston 

doing  Unsecured  Business 

Loans 

Income 

Salaries 

Xet 

Losses 

Working 

Loans 

made  from 

from  Oct.   1. 

from  Oct. ), 

Expenses 

from  Oct.  1, 

Capital 

Outstanding 

Oct.  1,  1928 

1928  to 

1928  to 

from  Oct.  1. 

1928  to 

Net 

Sept.  30, 

Sept.  30. 

to  Sept.  30. 

Sept.  30, 

Sept.  30, 

1928  to  Sept. 

Sept.  30. 

Income. 

1929. 

1929. 

1929. 

1929. 

1929. 

30,  1929. 

1929. 

$104,168.03 

$96,265.75 

$201,410.00 

$33,119.00 

$5,200.00 

$15,029.46 

Xone 

$12,889.54 

119,003.38 

110.098.69 

218.042.00 

33,508.90 

2,442.69 

24.590.27 

$2,446.31 

4,029.63 

93.765.78 

75.855.28 

152.275.00 

12,182.00 

1,822.00 

5.931.90 

1.539.72 

2,888.38 

67,818.27 

64.747.33 

104.213.15 

20,613.80 

2,887.50 

8.086.98 

None 

9,639.32 

120,184.97 

116.065.00 

246.009.00 

38.593.00 

3.000.00 

12.861.38 

1.519.86 

21,211.76 

150,980.09 

127.034.00 

215,075.00 

16.663.80 

2.465.00 

6.884.97 

2.647.30 

4,666.53 

157,909.92 

153.389.17 

296,423.59 

42.262.17 

2.925.00 

16.811.21 

747.09 

25,778.87 

229,635.97 

199.377.28 

50,389.67 

53.970.28 

5.200.00 

14,632.54 

4,351.79 

29,785.95 

10,000.00 

6,153.57 

13,262.02 

1,726.91 

None 

445.67 

Xone 

1.281.24 

148,479.85 

143,775.23 

298,680.00 

43,794.56 

2.925.00 

15,187.62 

2,360.25 

23.321.69 

186,619.04 

177,393.55 

272.008.20 

61,642.32 

2,885.30 

27,710.62 

Xone 

31.046.40 

36,639.15 

30,892.00 

60,550.00 

4,634.94 

Xone 

950.78 

Xone 

3,684.16 

91,684.64 

79,893.65 

142,770.00 

27,155.94 

6,500.00 

10.823.38 

Xone 

9,832.56 

11,464.97 

10,796.70 

13,641.00 

2,899.85 

1,150  00 

693.72 

Xone 

1.056.13 

56,445.18 

53,193.50 

100,450.00 

8,043.65 

780.00 

1,473.44 

Xone 

5.790.21 

123,413.501 

113,560.33 

182,300.00 

19,012.56 

276.68 

14,702.33 

Xone 

4.033.55 

155,790.53 

142,712.55 

323,316.00 

35,902.89 

1,912.50 

16,546.17 

499.85 

16,944.37 

99,950.09 

96,144.13 

170,910.00 

27,283.99 

2,925.00 

9,594.20 

938.16 

13,826.63 

79,310.65 

69,128.73 

91,584.00 

24,371.00 

4.000.00 

7,512.75 

Xone 

12,858.25 

45,146.902 

42.378.00 

73,390.00 

7,540.89 

645.00 

3.074.50 

Xone 

3,821.39 

35,439.95 

29.811.77 

55,755.00 

9,700.48 

4.587.50 

2,562.76 

234.10 

2,316.12 

123,899.55 

149.374.43 

251,180.00 

41,073.51 

2.429.00 

13,895.32 

1,439.60 

23,309.59 

23,129.20 

22,442.50 

35,850.00 

2,868.00 

390.00 

1,813.84 

Xone 

664.16 

6,525.83 

2,512.82 

845.00 

446.13 

Xone 

371.88 

Xone 

74.25 

129,515.34 

118,221.65 

196,931.03 

36,900.26 

5.780.00 

14,439.58 

2,238.01 

14,442.67 

108,686.36 

103,261.79 

176,456.00 

33,120.51 

3,265.00 

14,031.68 

1,649.67 

14,174.16 

453,848.52 

235,653.30 

397,238.00 

84,086.72 

4,528.75 

60,901.54 

145.00 

18,511.43 

106,966.19 

102,809.36 

162,393.00 

31,536.41 

2,735.00 

9,556.22 

Xone 

19,245.19 

255,095.61 

226,308.71 

392,170.00 

80,450.20 

3,724.17 

45,065.97 

1,474.60 

30,185.46 

102,925.58 

93,702.19 

238,939.00 

25,081.81 

1,950.00 

13,995.05 

Xone 

9,136.76 

15,469.51 

15,223.80 

19,844.00 

2,919.71 

780.00 

1,957.22 

Xone 

182.49 

124,663.25 

120,695.50 

253,756.00 

38,988.95 

2,925.00 

13,337.90 

336.37 

22,390.68 

23,759.08 

18,382.63 

25,820.26 

5,425.52 

3,900.00 

2,395.44 

Xono 

869.92* 

134,637.14 

124,300.78 

221,410.00 

41,839.45 

2,836.25 

34,041.45 

Xone 

4,961.75 

31,052.20 

29,944.83 

44,597.39 

5,636.66 

Xfine 

2,836.79 

198.65 

2,001.22 

20,075.003 

17,192.51 

21,048.30 

1,468.86 

262.42 

782.63 

Xone 

423.81 

137,999.04 

133,841.51 

243,258.10 

41,813.16 

3,062.50 

11,106.34 

Xone 

27,644.32 

30,629.48 

26,230.74 

66,431.00 

10,019.77 

2.864.17 

3,502.26 

242.98 

3.410.36 

104,547.69 

99,904.29 

214,775.00 

30,220.38 

2.862.50 

12.916.56 

386.36 

14,054.96 

109,029.47 

101,393.65 

189,503.00 

34,819.55 

4.157.50 

11,029.09 

040.44 

18,992.52 

67,352.29 

63,969.65 

103,868.40 

21,783.96 

2,755.00 

8,592.88 

None 

10,436.08 

7,600.00 

1,725.89 

5,385.00 

1,366.11 

2,600.00 

1,154.64 

Xone 

2.388.53* 

136,681.51 

133,398.82 

219,598.00 

41,952.43 

2,942.50 

10,42268 

None 

28,587.25 

109,402.574 

99,324.02 

165,315.00 

19,540.70 

1,950.00 

22,163.35 

None 

4,572.65« 

216,098.96 

209,164.87 

326,558.09 

70,180.97 

2,540.66 

44,576.43 

None 

23.063.88 

39,238.90 

36,278.44 

81,327.77 

11,019.26 

520.00 

4,881.67 

333.61 

5,283.98 

15,280.08 

13,597.26 

21,287.93 

3,051.58 

1,000.00 

751.70 

None 

1,299.88 

58,966.96 

57,437.06 

119,323.00 

9,690.70 

2,250.00 

2,844.15 

None 

4,596.55 

28,835.31 

27,755.06 

49,478.00 

9,244.68 

3,684.00 

2,113.04 

None 

3,447.64 

71,913.23 

61,113.11 

134,547.50 

16,068.91 

1,093.50 

4.667.27 

135.00 

10,173.14 

84,658.13 

74,275.33 

136.459.00 

18,824.44 

2,.S34.75 

15,479.83 

580.80 

229.06 

216,563.15 

204.316.94 

347,278.65 

64,036.54 

3,290.00 

49.149.87 

None 

12.196.67 

115,G18..53 

112.187.28 

184,697.00 

34.563.31 

3,300.00 

9,045.48 

None 

22.217.83 

90,472.31 

87.790.64 

158,275.00 

20,323.30 

1.995.00 

9,289.24 

436.00 

14,003.06 

15.307.28 

12.028.08 

10,370.00 

3.274.23 

360.00 

1,424.04 

None 

1.489.59 

185.109.32 

171,777.10 

415,477.00 

30.428.07 

2,692.00 

23,159.01 

446.45 

10.130.61 

12,412.04' 

11,128.12 

17,757.50 

971.02 

358.15 

200.83 

None 

412.04 

157,500.87 

138,192.17 

238,445.00 

50,296.39 

2,592.50 

40,625.92 

None 

7.077.97 

70,529.81 

66,660.14 

114,778.00 

20,793.25 

2,625.00 

7,935.30 

Nt.ne 

10.232.95 

82,942..53 

80.470.80 

166,290.00 

15,908.00 

2.707.50 

5,735.38 

None 

7,465.12 

34,143.58 

20.371.47 

28,825.00 

4,123.78 

990.00 

693.02 

None 

2.440.16 

14,779.87 

14.649.59 

29,902.11 

3,732.03 

Noni- 

3,175.26 

None 

667.37 

49.040.47 

40.240.87 

77,349.00 

11,4,^.95 

1.312..50 

4.932.24 

None 

6,211.21 

41,763.78 

37.305.85 

67,434.00 

7,914.51 

1.450.00 

2.078.75 

None 

4,385.76 

134,294.41 

123.163.84 

219,205.00 

35,824.09 

2.502..')0 

32,319.51 

None 

042.08 

131,937.93 

120..5,32.13 

210,91.5.00 

34,720.23 

2.491.70 

31,971.11 

None 

2.')7,42 

134,123.45" 

123.520.00 

205,080.00 

23,597.07 

2.780.70 

23.038,53 

None 

2,827.50* 

I54.81)8.«7n 

144,812.05 

203.230.00 

35.001.72 

2,490.87 

34,361.05 

None 

1.850.20* 

90,018.93" 

80,216.50 

142,700.00 

15,092.94 

2.016.84 

17.011.03 

None 

4..W3.93* 

27,112.31 

20.103.00 

41,817.00 

3,348.19 

341.00 

472.06 

None 

2,.S35.14 

103,231.24' 

94.204.97 

173.845.00 

19.404.92 

2,103.33 

19,720.87 

None 

2,359.28* 

91,537.50' 

82.005.80 

141.035.00 

l.'),223.01 

2.173.31 

15.953.80 

None 

2.901.10* 

120.023.73' 

110.321,17 

198,7(i0.00 

22,072.02 

2.083,33 

22,714.23 

None 

2,lJ,'i.,1l* 

94.891.84' 

83.301.71 

145,035.00 

14,800,153 

2.103.30 

18,187.18 

None 

6,4,S1.01* 

88.592.00' 

70,330.10 

no.i.w.oo 

15,9.')5.70 

1.893.33 

17,405.58 

None 

3,403.15* 

87.614.10' 

70.801.74 

135.835.00 

14,500.18 

2.103.28 

17,410.20 

None 

4,941.30* 

20.830.00^ 

20,533.00 

33,905.00 

2,981.10 

080.30 

2,730.06 

None 

735.85* 

'  HepreiientB  10  monthn"  hunincBS. 
'•'  KeprcnentB  1 1  montlm"  huRincns. 
•I  Rcprrdi'nto  5,'/<J  iiiontlin'  buoincfin. 


Deficit 


••  HeprenentoO'.;  montlin'  lilioineKK. 
"Heprem'ntsS'ii  niontlip'  husincpii. 
"  Reprrnentff  firntyear  in  iMiHinepp. 
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Loan  Agencies  Outside  of  Boston  doing 

Unsecured  Business 

—  Continued. 

Loans 

Income 

Salaries 

Net 

Losses 

Working 

Loans 

made  from 

from  Oct.  1, 

from  Oct.   1, 

Expenses 

fromOct.l, 

Capital 

Outstanding 

Oct.  1,  1928 

1928  to 

1928  to 

from  Oct.  1, 

1928  to 

Net 

Sept.  30, 

Sept.  30, 

to  Sept.  30, 

Sept.  30, 

Sept.  30, 

1928  to  Sept. 

Sept.  30, 

Income. 

1929. 

1929. 

1929. 

1929. 

1929. 

30,  1929. 

1929. 

$35,000,007 

$31,851.83 

$36,695.00 

$1,067.67 

$723.97 

$2,112.04 

None 

$1,768.34* 

8,282.747 

7,270.28 

8,773.13 

282.74 

None 

581.54 

None 

298.80* 

22,000.007 

18,865.50 

21,220.00 

647.12 

600.00 

1,120.12 

None 

1,073.00* 

27,274.897 

18,091.32 

19,515.00 

734.74 

660.70 

3,6.52.16 

None 

3,578.12* 

27,219.097 

17,894.02 

19,391.61 

693.39 

692.87 

3,855.42 

None 

3,854.90* 

20,000.008 

17,435.85 

19,140.00 

536.56 

315.00 

1,090.60 

None 

869.04* 

14,000.008 

11,544.40 

12,770.00 

348.28 

240.00 

873.83 

None 

765.56* 

8,575.009 

4,125.00 

4,125.00 

None 

86.67 

519.54 

None 

606.21* 

7,075.008 

3,630.00 

3,630.00 

None 

73.31 

205.69 

None 

279.00* 

$7,553,149.88 

$6,769,168.34 

$11,852,027.40 

$1,838,952.67 

$180,645.86 

$1,028,049.45 

$27,967.97 

$602,289.39 

7  Represents  3  J  2  months'  business. 

8  Represents  3  months'  business. 


9  Represents  13^  months'  business. 
*  Deficit. 


Loan  Agencies  in  Boston  doing  Mixed  Business 


Working 

Capital 

Sept.  30, 

1929. 

Loans 

Outstanding 

Sept.  30, 

1929. 

Loans 
made  from 
Oct.  1,  1928 
to  Sept.  30, 

1929. 

Income 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Salaries 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Net 

Expenses 

from  Oct.l, 

1928  to 

Sept.  30, 

1929. 

Losses 

from  Oct.l, 

1928  to 

Sept.  30, 

1929. 

Net 
Income. 

$43,263.45 
34,776.26 
12,861.331 
29,713.27 

$41,003.91 

30,052.88 

7,785.61 

26,862.97 

$41,604.64 
33,813.00 
12,810.00 
40,265.00 

$13,421.55 

10,201.49 

915.95 

6,365.97 

$6,350.00 
1,820.00 
1,700.00 
2,080.00 

$4,730.56 
4,454.13 
1,354.62 
1,482.92 

$772.95 
454.26 
None 
None 

$1,568.04 
3,473.10 
2,138.67* 
2,803.05 

$120,614.31 

$105,705.37 

$128,492.64 

$30,904.96 

$11,950.00 

$12,022.23 

$1,227.21 

$5,705.52 

Deficit.  1  Represents  9  months'  business. 

Loan  Agencies  Outside  of  Boston  doing  Mixed  Business 


Working 

Capital 

Sept.  30, 

1929. 

Loans 

Outstanding 

Sept.  30, 

1929. 

Loans 
made  from 
Oct.  1,  1928, 
to  Sept.  30, 

1929. 

Income 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Salaries 

from  Oct.  1, 

1928  to 

Sept.  30, 

1929. 

Net 

Expenses 

from  Oct.l, 

1928  to 

Sept.  30, 

1929. 

Losses 

from  Oct.l, 

1928  to 

Sept.  30, 

1929. 

Net 
Income. 

$8,824.40 

$8,592.88 

$12,927.00 

$2,173.74 

$240.00 

$456.99 

$190.02 

$1,286.73 

MORRIS  PLAN  COMPANIES 

September  30,  1929 


Loans  Outstanding. 

Capital. 

Loans  Made. 

$356,726.02 

$363,426.01 

$268,770.23 

191,884.28 

200,155.85 

185,240.33 

473,448.50 

541,189.43 

416,335.46 

35,238.81 

83,629.27 

77,104.04 

366,078.74 

388,867.98 

435,008.24 

147,115.00 

67,381.97 

146,540.00 

188,3.57.00 

257,287.88 

285,553.00 

75,112.00 

91,698.90 

179,222.00 

634,640.92 

646,560.32 

423,046.00 

216,642.05 

217,187.96 

243,468.76 

1,383,573.72 

1,769,854.82 

1,347,951.32 

263,512.00 

271,889.68 

260,092.00 

97,340.00 

107,100.00 

123,670.00 

507,349.84 

562,061.19 

683,016.93 

212,390.00 

242,991.61 

•  193,045.00 

303,066.06 

325,054.12 

441,468.00 

515,842.49 

553,437.30 

911,721.89 

491,915.95 

527,449.78 

545,935.88 

419,217.30 

433,528.92 

338,751.39 

117,749.00 

132,793.00 

138,043.00 

748,446.48 

763,032.86 

760,814.79 

12,420.55 

13,368.57 

13,605.98 

$7,758,066.71 

$8,559,947.42 

$8,418,404.24 

COLLATERAL  LOAN  COMPANY 
September  30,  1929 


P.D.  95 


Loana  Outstanding. 


Working  Capital. 


SI, 995,494.61 


.?2. 108,277.48 


Loans  Made. 


$3,962,823.73 


OTHER  CHARTERED  COMPANIES 
September  SO,  1929 


Loans  Outstanding.                Working  Capital. 

Loans  Made. 

S632,032.37 

S75o.0S6.71 

§075,925.31 

TABULATION 

Loans  made  for  License  Year  ending  September  30,  1929 


Place 

Boston  Licensed  Lenders  . 
Boston  Licensed  Lenders  . 
Boston  Licensed  Lenders  . 


Outside  of  Boston  Licensed  Lenders 
Outside  of  Boston  Licensed  Lenders 
Outside  of  Boston  Licensed  Lenders 


Morris  Plan  Companies 

Collateral  Loan 

Other  Chartered  Companies 


Nature  of 
Business 

No. 

13 

24 

4 

41 

9 

86 

1 

96 

22 
1 
2 

Amount 

Secured 

Unsecured 

Mixed 

S693.474.90 

2.602,706.93 

128.492.64 

S3.424,674.47 

Secured 

Unsecured 

Mixed 

$183,875.10 

11,852.027.40 

12.927.00 

SI  2,048.829. 50 

$8,418,404.24 

3.962.823.73 

675,925.31 

P.D.  95 


'T3 


00 


to 


o 


^ 

w 

< 

S~ 

s 

s 

O 

\^ 

"^ 

en 

e 

&3 

!~ 

>i) 

-TS 

?: 

CO 


cn 

a 

3 

o 

a 
< 

•V 

-r 

o 

CC 

rH 
"^> 
CC 

CO 

o 
co" 

lO' 

q 

r^ 

CO 
CO 

q 

CI 

113 

«o_ 

O 

CO 

"I 

00 
<N 

B 

3 

CO 
a: 
cf 

c 

CO 

oo" 

to 

CO 

00 

3 
0 

6 

q 
in 

l> 

■■6 
o 

t^ 

co_ 

o' 

lO 

CO 
CO 
CO 

to 

q 
in 
§ 
in" 
t> 

IM 

S 

3 

u-2 

iM 
rt< 

oo" 

to 

00 
C0_ 

in 

03 

a 

3 
0 

S 
< 

o 

CO 
CO 

CO 

o 

o 

CO 

t> 

o 
-*• 
a 
o 

q 

L.0 

oo_ 
co" 

°. 

Tf(" 

00 
d 
o 

00 

3 

CO 
co" 

of 

lO 

00 

2 

to" 

1—1 

O 
C5 

3 
3 
0 
S 
< 

CO 

to 

O 

q^ 

CO 
iM 
cO_ 

CO 

1^ 

lO" 
00 

q, 
■*" 

CO 

in 

CO 
CO 
00 

to" 
CO 
q 
in" 

6© 

B 

a 

o 
o 

lO" 

o" 

lO" 

q 

CD 

2 
'2 

C3 
0. 

S 
o 
O 

3 

5 

■a 

3 

3 

o 

3 

O 

2 
'S 

as 
P. 
3 

5 

-0 
qj 

5 

•      i 

o 

10 


P.D.  95 


'S 
5 

« 

•3 

o 

•s 

■-3  "     <: 


^ 

o 

-i^ 

TT 

C 

ce 

CO 

.® 

>^^ 

o 

C/ 

■M 

G 

C5 

-i-3 

o 

^ 

CO 

CO 

<b 

s 

g 

O 

rt 

a; 

P 

02 

X 

^ 

tf 

■^ 

^ 

s« 

a> 

a 

£-4 

o3 

C4-H 

<U 

O 

>s 

t/i    O 


o 

-a 


ho 


11 


ccx^SxccSxx^i^2^x<2S;i^|:i;^«5^<;«s  — r<;_a:-'-  — 


=  =  =  =■-  =  C"-  cj;  -  ;•  C 


;l,;-;-^'^::^^;^^££Ui 


•X.rj}      XXX      X  ^ 


XXX    .X    r 


QX 


:xx 

;-£  C 


titix 


5  -^  X : 

C   c   =  , 

5  c  S " 


X  C:-<<; 


=  .=  .=  =  .=  ^-j  ?•..=  g^  c.E-^  9  c  c  =-E  ;  3 


E  E_ 


.  M  C  t^ 

1  e  X  ?) 
C>4  « 


^c  i  H I 


ibcS^o  =  :-^x 


_=    i    "    i    3 


i-t-  r^  ',;■  „  —  CO 


i5-?i-;s?^«sxC;--->--'*t-j;xr-  Cr^     -'  ►-  x  x  x 

c  ••  '•■:  -r  c  -r  c-i  ■-  —  —  X  'y  i^     TT  r~  —  --  c-~  "  TO  c<» 
CM  c>i  Tj<     (N  c^     p;  cj  j2  ri  I-  tc 


si  I 

■s|=x 

i'    E    U  — 


i§.Efly25o|.o 

>  tfl  •!-!*  Cv  (^L&.  ^.E 


5«' 


•£«''■ 


_  w  c :—  n  e  o 

-^  0  «  i 

±i  — ^  D  Om^ 
•-  O  -w  4;   «  Q  «. 


ooa  E  e  a  t; 
y~  o"  «iO  e 

C  J3.S  i  c  6    . 


U!SS'.rZKxw;^o<a3>m-f;j;jx« 

<— Nu5<ot^c<jo  —  h-xd-riotcoc  —  r^ci^c5!Ot^-"Wc5>i?«o>oocMc»j-rr^o-f<coce^c:N' 

•    •  -«^.-i^f<MIMCOM'1>-r-J"''5iO'ftU?<OtCtC«tCI'.t^t^OCXCC®C>NWMC<;rO'J" 


P.D.  95 


11 


CD    CJ 

3  3. 


tj) 


■^  mS  aTS  S,> 


^flj^lSra  o"E  c 

m  M  m  S  O  *  2 
lO  '^  "M  a^  lO  t^  O 


9  C!'43        a  >■> 
-E  c«   c3  ,    o   fi 

=3o  ?      °  o 
9- a;  a  §=-'Og 
ia  o  ca  (S  o  .,  c 
o  c  c  fi  2  o  ^ 

C  f  =  _  fR   B  S  fiH 
O  u  3  «i-^|iH   g 

i-J  c.-S.S  fix  s 


Tti  »0  lO  to  o  t^  t^ 


a 

3 


m  p 

3  * 


Qj  a>  (D 

u   t^   H 
3  3  3 


(D  >i 


^-a     ^ 


ja  3-3  03 

«"^  O  m 


CO 
SCOCEM 

9  csae 

^   c3  C3  cj 
iM  Tt<  cnoo 


T3T) 

-CT) 

TJ 

TSTST}       T3T) 

<D    Oj 

■g-ss^ 

t-    b- 

t-i 

Becur 
secur 
secur 
ured 
secur 
secur 

3  3 

3 

o 

K  y,  aj  in 

m  S 

wS  "^  i^ 

0  a 

C 

a  a  c  ^  c  a 

<!i<tJU' 

►Jp 

KJ 

Uj^U^trji^'i-j 

S  '-'  'S  3 

g  S  oo 
a  -t>  5  h 

0  tH  rt  nl 


r-j   03 


*  a 


SS§§         «^ 


o 

al 
0:3 

^ 
> 

Dmpanj 
ion 

ockton 
ce  &  L( 

1 

o 
o 

B 
9     ^  "^ 

.1^ 

« 

^.1«§ 

m 

1    l^ 

go 

o 

o 

7-9     -Sw 

0  a 

K  m 

PL,  m  10 

O      5 

^ 

•E  M-y  a 

m  -  0"3 

a  a 

a 

C  a  a  3 

a 

rt  Jl;      r-.    -tJ 

03 

O'S   03  0 

oj 

Itjl 

J-  3 

m 

§a«0 
ea-5 

m 

0  s 

«1 

3 

3 

f=H-i:^  a 

§3 

3 

3 

■3  ©"S!!! 

C»5!  a  03 

o-^.o  3 

"Til    <!^ 

oj-a 

•w 

0  c-O  >> 

-a 

riX! 

T3  a 

hHI— 1 

a 

mS^S 

a 

OC6 

^ 

K)-*rooo 

O 

i-lOt>t^ 

rt  10 

COO 

00 

oiocot^ 

CD 

t^GO^CO 

05 1^ 

o 


o  9 
a^ 

p^sa 


•g.s.g 

03  10  0 
00  lO 


0 

i-l.^<rtOQ 

W 
Oh 

> 

0 

S 

0 

1-1 

s 

i-q 

0 

*< 

cc 


w 


3  CO 


CC  03C  . 

25  S^  a^ 
-a  o  o  c3  S;  g 
HcortWcKcc 

O  CD  CD  O  l>  LO 


ft  £03  a    -^ 

O  ft  i^  O      _ 
iS  K.^   03   cSt*, 

«&g.s§£ 
S  fe  9  — -9  3 


>>a 


aort 

P   ffi   o 


T-(  (M  CO  00 'H  t^  COt-00 


12 


P.D.  95 


3   =_, 

c    -    - 


3  3  =  33 


C.-3  cj  =; 

ac  £  X  £  ? 


tiPS^       x2; 


c  c  =  c  c-     _  ., 

:i;::.;iS  =  S  =  M 


^0  =" 


£c^     ^^: 


>>■£"?  a 


s== 


:  2  5 


="? 


;i>.=^    I 


^C2S  O 


^  r  r.— 


c— 


^_:--- 


•-        -     =  i'—  t  ^  => 
>        ^  ^ ,,;  .■:  .5  3 .  •  o 


s 

gj 

Ph 

» 

Q 

J 

3 

— 

FKAMINGHA 
Irving  St. 
Ihiion  Ave. 
Irving  Sq. 
Concord  St. 

z 

Q 
< 

-3 
C 

O 

CUEENFIEL 
Main  St. 
Main  St. 
Main  St. 

>  E  £ 

O 

c 

Suffolk  St. 
Maple  St. 
High  St. 
Maple  St. 

Z 
H 

a 

< 

Essex  St. 
Essex  St. 
I'Issex  St. 
Essex  St. 

Zv- 

S-E 

o  s 

"1 

LOWELL 
Pentral  St. 
Merrimack  St. 
MerriiPttck  Sq. 
Merrimack  St. 
Merrimack  St. 
Kearney  Sq. 
Ontrul  St. 
Market  St. 

•^r'-  ri 

o 

-l-t 

tD^V^ 

t^  '.t  .-c  tr  i.-  >."5  m  » 

^■M-Tc) 

-t 

X  CO  GO 

•"tn 

int^  —  !D 

=-.  -r  —  M-S-  —  1^  — 

'^ 

r5'^(N 

w 

(NMIN 

TTC^  .X'>r 

—      M           -" 

•i^2 
teal 

>->0  JIM 


O  ^ CI 


CiO—  — 


D.  I 

•<  o  e 

C  n  A 


ECO. 


2     c 

4j      g 

J3  O  I.  C 

SP2 


.2  '-^ 


ci'j 


a  .1  i  "J 
_  J;  s  *; 


a       c 


5  ~ 


"3^  - 

•a  =  5^ 
ciT-u  — 

—  n  c>-] 

5  Site 


•  c^  ft 

>  i-as  ij 


OQ'Oaocogoio 


f.U.  Mb 


16 


T3 

13-0      -d 

cb  a>       OJ 

§       TST) 

3  3_  3 

■V  OX)  a  Jii-O 

o  o-a  u 

(Lt  Qj  0)  b  b  CD 

M  S  K   =•  "  M 

Oj   OJ   CJ    o 

CI  o  ■"  C] 

iJij'^'i-i 

S  5  3  3  3_  3 

O  O  O   Cj   o^  o 

QJ  Q;  Q-    C    OJ    QJ  Oj 

^3  C  C_C^B^  3 


f^'^'i-J 


3  3 


ss 


rtj 


I  3  fe5! 
■^^T3 


£§^ 


OJ    u    (D 


-2  S  c3  3 


0   t, 

ello 

n 

rmau 

ler 

ellaw! 

J4 

a 

11^ 

Manuel  P.  Reb' 
Adelard  Sauve 
Leo  M.  Galliga 
Jayme  Lopes 
Hervcy  J.  Deso 
George  T.  Schu 
Raymond  A.  K 

d 

Xi 

3 

-a 

pi 

2 
< 

"  2 

2  ^ 

m-O 

— -« 

^S 

2  s 

^5 

SO 

ow 

CO  Irs 

-^  o 


►^w 


;2;.S^o-S  « 

h^  axi  3  o3  ?i 


1-1  ■'^-S^ 

<«  3 


£1 


O 

^-^t-     n-.:;  c  3-^s:  a3     giJ 

"-iT-i  i-<(NI>CO  M 


o  . 

m 

^  g 


m 

< 
Q 


2; 

O 
H 

ffi  -W  -W 

(^  s  s 

O'S'3 


1-1^  IM(N 


^  o  o 

pH   M  tC 

O  =i  fi 

'-I    CO    ID 

^^ 

I.Ot-1 


_  _  S  fto  o 
g-SogJm 

£  3  0-2  cj 
Of"  3  .13  O 

3  J^'d.    •  3  q 

a  S  o '^  3  3 


CD  03  00  •*  to  C<1 
1-1  N  Tt(  O  t^  (N 


a" 

".2  3 
oti  a 

3  S  O  ^ 
»*  3„_ 

2l3  0.2 
S2^l 


M  '? 


S'^ 


O  5  0 

J  J-  3 


£"3fe 
SPhP3 


03  £ 

2  o 

n  a 

go 

5  0-32 
.2h^  S 

a-^.ts  3 
o  S«- 

3  a;    O    in 


3  ^ 


O  t-  £ 

a}  o  3 

§1 
"^  3 

-o  s 

fix;  -"3 
2«-s 


<Z£         £ 


CD  "#  CD  00  O  (N  CO 
(N  TjH  ■*  lO  o  O  CO 


aJS  0 

S     . 
■=«   3 

OH 
§1 

0   E  » 

3Sg 

3^ 

0-S 

oS« 

°V 

§  a 

^  03 
s2.S 

0)  00  00 

T)  3 

OrT 

I2 

f«-^  3 

811 

0^ 

lOC»-r-< 

»OM 

000 

T)<OlO 

«tH 

CO  10 

14 


P.D.  95 


?_  ?  ?      — .  ?. 


_  s_  a 


'--■-^■f.-^^-f.-z. 


r  >;  K  0  X  ox 

"Z  S  £  £       S       ::;  S 


"3 

b  a 

e 

-Sc?- 

S  — 

0  >> 

:::  o  3  = 

C  r*  "y 

"^s  t:-a  £ 

""*  "^  3  ^ 

.2  j: 

a 

r^  0  c  i 

C 

■^51^ 

^^^1 

^  -  it  U 

5  S"  E 

ri:  =~ 

^"=y  X 

55  S-= 

^■?  Si's 

r  ^"T -^ 

►- 

—    -    .^   3 

<r:=^ 

^<;2= 

<'=S-; 

^ 

H 

0 

H 

Q 

H 

s 

2 
> 

<5 

PITTSFIEL 
North  St. 
Fenn  St. 
North  St. 
North  St. 

;^^  OXO! 

C-t-q  o  o 
£-§  =  « 

< 

X 

New  Derby  St. 
I'Vderal  St. 
lOssex  St. 
Washington  St. 

> 

9  > 

X   o 

SPRINGFIE 

Hri.lge  St. 
Main  St. 
Main  St. 
.Main  St. 
.Main  St. 
.Main  St. 
Main  St. 
State  St. 
Vernon  St. 
Vernon  St. 

TAUNTON 
Winthrop  St. 
Broadway 
Main  St. 
Broadway 

< 

o 

II 

X 

Kx 
?^  S 

eS 

>r:  ■-  1-  -r 

".':  M  o  cs 

»-—'  —  — 

o 

C"  3C  r'  — 

1^-" 

s 

C-.  y:  c-i  I- 

o)     an 

c^  o 

L-Jt^ 

<N         r^ 

Tf-f 

c^ 

"i^lilzZZ  —  " 

OM 

N 

xa 

«  5 
aP 

o  ?  I 
x^  c  a 

S  S  e  S 
^  t  c  a 


£•3(0 


01  a 


'*  r-  iM  « 


9  Plan 

aeing  Association 
Bankers  of  Quincy 
Financial  Corporatior 

•ris  Plan  Company 

'rowley 

•an  Company 

Bankers  of  Salem 

>> 

a 
a 

o. 

1 

e 

OS 

B 

Merchants  Acceptance  Corporati 
Douglas  Realty  &  Loan  Compan 
New  Method  Loan  Company 
Beneficial  Ixian  Society 
Springfield  Finance  Company 
New  England  Equity  Corporatic 
Ideal  Financing  Association 
Mutual  Industrial  S«,T\-ice 
Morris  Plan  Company  of  SpringI 
Industrial  Loan  Company  of  Spr 

Taunton  Morris  Plan  Company 
Taunton  Loan  Company 
New  EIngland  Erjuity  Corporatio 
Industrial  Bankers  of  Taunton 

c 
o 

■3 

6 

c 
es 

e 

E 

03 

0 

s 

The  Morri! 
Ideal  Final 
Industrial 
Prudential 

Salem  Moi 
James  F.  C 
Puritan  Lc 
Industrial 

a 
% 

iZ 

X 

d 

■iZS 
11 

■a 

•c 

1 

ic  !0  -r  r- 

n 

"T  m  o  (>■  1^  o>  o  >-  CI  pj 

ct-  — « 

M 

wo 

S 

cttcxn 

OO 

cire 

P.D.  95 


15 


t3'^t3'T3 


OJ 


0; 


_  :3  ;3  S  S, 

;-;  CI  d  a  0;5;z;  a  c^ 


«  o 


5ffi        M 


P-i  s 


.-^  M 


O  o3 

HO 


^        3 


cj  0)  S'  3-"  cjr^T  S"3  E  g" 


^^ 

o 

in 
00 


M 


.  3 


'p^  CC  an  %  ^  02 -^ -^02^02  02 

b»  fi  «  I  fi  fi'c'a  Ce  c)  « 


CO  ■>*< --i  CO  "^         "^      coco 


O  o 


2  o 

CL,W 


fl  g 


.  p. 
»  q  a 


O 


-    C3  g   >i  k"        O,    . 

'.e  ij>,  °o  gf^ 
S  31^.2  £fi5 


coco-*t^oooioo3coooco 
•  1-1  CO  CO  a:  02  rt  ^  Tt<  «o  00 


-Sog 

S        3 
3  m  S 


E^S 


Public  Document  No.  95 


^i\t  Commontoealt})  of  iF(lastsiaci)U£fettg 

MASS. 
DOCS. 
COLL. 

ANNUAL  REPORT 

OF  THE 

SUPERVISOR  OF  LOAN  AGENCIES 

FOR  THE 
LICENSE  YEAR  ENDED   SEPTEMBER  30,    1930 

Division  of  Banks  and  Loan  Agencies 
Department  of  Banking  and  Insurance 


Publication  of  this  Document  approved  by  the  Commission  on  Administration  and  Finance 
750.     4-'31.     Order  2090. 


Ebe  Commontoealti)  of  fHagsactusfetts 

ANNUAL  REPORT 

Office  of  the  Super\'isor  of  Loan  Agencies, 
Room  138,  State  House,  Boston. 
To  the  Commissioner  of  Banks. 

Sir: — The  report  of  the  Supervisor  of  Loan  Agencies,  for  the  license  year, 
which  terminated  September  30,  1930.  is  submitted  herewith,  in  compliance 
with  the  requirements  of  Section  98,  Chapter  140,  General  Laws.  This 
is  the  seventeenth  public  report  of  the  activities  of  the  Bureau  of  Loan 
Agencies. 

One  hundred  and  ninety-two  lenders  could  lawfully  make  loans  of  S300 
and  less  under  State  super\"isiou.  Of  these,  twenty-two  licenses  were 
issued  to  Morris  Plan  Companies  and  three  were  specifically  chartered  by 
the  legislature;  of  the  other  one  hundred  and  sixty-seven  agencies  licensed, 
three  made  no  loans  after  their  licenses  were  received. 

Four  agencies  licensed  for  the  year  ended  September  30,  1929,  were  not 
licensed  for  the  license  year  ended  September  30,  1930.     These  were: 
Forrest  C.  Lamphre3%  Haverhill. 
Essex  Loan  Company,  Salem. 
American  Credit  &  Finance  Co.,  Boston. 
Industrial  Discount  Corporation,  Springfield. 

Thirty-three  lenders  were  licensed  for  the  year  ended  September  30,  1930, 
that  were  not  previously  licensed.     These  were: 

Ideal  Financing  Association,  Inc.,  North  Attleborough. 

Pilgrim  Acceptance  Corporation,  Boston. 

Greenfield  Loan  &  Acceptance  Corporation,  Greenfield. 

Waltham  Investment  Company,  Waltham. 

Citizens  Finance  Corporation,  Boston. 

New  England  Equity  Corporation,  Marlborough. 

Boston  Finance  Company  ('2nd  Boston  i)lace  licensed),  Boston. 

Mutual  Industrial  Service,  Cambridge. 

Farmers  Finance  Corporation,  Worcester. 

Prudential  Financial  Corporation,  Quincy. 

Lowell  Acceptance  C^^rporation,  Ijowell. 

Industrial  Bankers  of  Gloucester,  Inc.,  Gloucester. 

Publix  Finance  Corporation,  Boston. 

Industrial  Bankers  of  Framingham,  Inc.,  Framinghani. 

Industrial  Bankers  of  Fall  River,  Inc.,  Fall  River. 

Liberty  Ijoan  &  Finance  Comj)any,  Clielsea. 

Industrial  Bankers  of  Chicopee,  Inc..  (^iiicopee. 

National  lioan  Society  of  Maiden.  Maiden. 

Plynioutli  County  Finance  &  Loan  Co.,  Brockton. 

Chipinan  Finance  Company.  Boston. 

Cradock  Finance,  Inc.,  Medfonl. 

Industrial  Bankers  of  Beverly,  Inc.,  Be\erly. 

(1.  S.  K.  I'^inancc  ( 'ori)orat ion,  I'xhridge. 

( 'orninonwcaltli  Finance  Corporation.  Worcester. 

Ideal  Finan<'ing  Association.  Inc..  Ilvde  Park,  Boston. 

M.  A.  C.  Plan.  Inc.,  of  IMttslield.  Biitslield. 

Realty  Investnu'iit  Coni|)any,  Boston. 

Ideal  Financing  Association,  Inc.,  Soullihridge. 

PeopN's  FiManc(>  Cotiipany,  .Arlington. 

General  Securiti(>s  ('or|)orat ion,  Worcester. 

Boston  Finance*  Corn|)any,  Canihridge. 

Metroi)olitan  Finance  Corporation.  Boston. 

Stale  Trust,  Inc..  Boston. 
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Seven  applications  foi'  licenses  were  denied.  Eleven  licenses  were  sus- 
pended and  later  one  of  these  licenses  was  revoked.  One,  thouf^h  not  for- 
mally suspended,  was  ordered  to  refrain  from  makinjjf  loans. 

The  True  Friend  Trust,  a  New  Bedford  loan  af,'ency,  was  licensed  October 
1,  1929,  and  operated  until  December  19,  1929,  under  its  license.  A  reor- 
ganization of  the  Trust  took  place.  The  license  issued  to  the  orij^inal  Trust 
was  revoked.  On  January  25,  1980,  the  reorganized  Trust  was  licensed 
under  the  name  of  The  True  Friend  Trust. 

The  year  1930  has  witnessed  some  very  important  developments  in  the 
small  loan  business.  It  has  been  a  period  of  extremely  severe  business 
depression  and  many  borrowers  from  licensed  agencies  have  been  unem- 
ployed or  have  had  their  hours  of  employment  reduced.  This  has  resulted 
in  a  great  increase  in  the  number  of  inquiries  at  the  office  of  the  Supervisor 
as  to  what  could  be  done  by  borrowers  who  could  not  meet  their  installment 
repayments  of  principal  or  in  some  cases  could  not  even  meet  their  interest 
payments.  More  careful  investigation  by  this  Bureau  has  been  required 
in  the  matter  of  these  necessitous  cases  and  where  warranted  by  the  condi- 
tions the  lenders  have  shown  a  fine  spirit  of  co-operation  in  withholding 
pressure  for  payments  until  such  time  as  borrowers  were  able  to  meet  their 
obligations.  The  intercession  of  the  Supervisor  has  proved  helpful  to  the 
borrower  in  hundreds  of  cases. 

It  is  a  general  belief  that  periods  of  depression  create  greatly-increased 
demands  for  loans.  The  increased  number  of  applications  for  licenses 
tends  to  confirm  this  belief  in  the  thought  that  greater  profit  is  to  be  made, 
as  the  small  loan  business  will  be  particularly  profitable  at  such  times.  In 
reality  this  is  not  the  case,  and  those  lenders  of  long  experience  and  wise 
thinking  in  their  operations  have,  in  some  cases,  during  the  period  of  depres- 
sion, set  aside  funds  to  be  loaned  in  small  sums  to  borrowers  without  interest, 
or  have  shown  every  consideration  to  the  borrower  in  trouble  by  extension 
of  time  in  the  matter  of  repayments.  The  true  fact  is  that  cyclical  changes 
have  less  effect  upon  small  loan  operations  than  upon  most  other  forms  of 
business.  The  small  loans  clientele  comprises  people  in  all  walks  of  life 
who  borrow  in  time  of  emergency,  embarrassment  or  opportunity.  As  the 
demand  for  loans  for  purposes  of  business  expansion,  home  building  and 
speculation  slackens,  loans  for  emergency  purposes  increase.  As  one  group 
disappears  from  the  line  of  borrowers,  another  takes  its  place.  This  counter- 
balancing influence  makes  for  a  constancy  of  demand.  It  is  an  important 
factor  in  the  steady  and  stable  growth  of  the  industry. 

A  decision  rendered  by  the  Supreme  Court  on  December  3,  1929,  was 
regarded  as  having  an  important  bearing  on  the  administration  of  the  small 
loan  law.  Copies  of  this  decision  as  given  below  were  reprinted  and  dis- 
tributed in  the  various  states  by  the  Russell  Sage  Foundation: — 

CuNEO  et  al  V.  Bornstein   et   al. 
Suffolk  Dec.  3,  1929 

Equity — Loan — Violation  of  Small  Loan 
Statute — Notes  held  Void — Cancellation 

Carrol,  J. — This  is  an  appeal  by  the  Defendant  Gliekman  from  final 
decree  ordering  the  cancellation  of  certain  notes,  executed  by  the  plaintiffs, 
for  money  loaned  in  violation  of  the  small  loans  act,  G.  L.,  e.  140,  s.  96, 
and  declaring  that  the  notes  were  wholly  void. 

It  was  found  by  the  master  that  Gliekman  was  a  holder  in  due  course; 
that  he  purchased  the  notes  in  question  for  $700,  which  was  a  fair  price, 
and  that  he  was  ignorant  of  "the  circumstances  under  which  the  Realty 
Investment  Company  purchased  the  notes  or  the  price  which  it  paid  for 
them." 

G.  L.,  c.  140,  s.  96,  prohibits  one  from  engaging  in  the  business  of  making 
loans  of  $300  or  less,  if  the  amount  to  be  paid  on  any  such  loan  for  interest 
and  expenses  is  in  excess  of  twelve  per  cent,  per  annum  without  first  obtaining 
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a  license.  By  s.  103  any  loan  upon  which  a  greater  rate  of  interest  is  charged 
than  is  allowed  by  s  s.  96-111.  inclusive,  may  be  declared  void  in  equity 
upon  petition  bj'  the  person  to  whom  the  loan  is  made.  By  s.  106  the  un- 
lawful interest  may  be  recovered;  and  s.  110  enacts  that  any  loan  made  or 
note  purchased  or  indorsement  or  {guarantee  furnished  by  an  un]ieen.sed 
person  in  violation  of  the  statute  shall  be  void. 

The  Realty  Investment  Company-  durinjj  the  year  1928  was  eng^aged  in 
the  business  of  making  and  buying  loans  of  S300  or  less,  charging  interest 
exceeding  twelve  per  cent,  per  annum,  without  a  license.  The  defendant 
Bornstein  was  the  president  and  treasurer  of  the  company.  In  1928  the 
plaintiff  Wall  made  on  four  occasions  promissory-  notes  for  the  accommoda- 
tion of  the  plaintiff  Cuneo.  These  notes  were  purchased  from  Cuneo  by 
the  Realty  Investment  Company,  and  were  sold  by  Bornstein  and  the 
company  to  Glickman,  who  was  not  in  the  business  of  making  small  loans. 
The  defendant  Glickman  contends,  although  the  statute  declares  notes  given 
in  violation  of  the  statute  shall  be  void,  that  the  word  "void"  should  not 
be  construed  in  its  technical  sense,  and  should  be  construed  to  mean  void- 
able; that  the  notes  in  suit  are  not  void  in  the  hands  of  a  holder  in  due  course. 
He  cites  a  number  of  cases  in  support  of  this  contention. 

In  Kellj^-Buckley  Co.  v.  Cohen,  195  Mass.  585,  it  was  held  that  the  word 
"void"  as  used  in  the  sale  in  bulk  statute  then  under  consideration  should 
be  construed  as  meaning  voidable.  It  was  recognized  that  the  word  "void" 
is  used  in  many  statutes  in  its  technical  sense  and  in  many  it  is  used  in  the 
sense  of  voidable,  depending  in  part  on  the  subject  matter  of  the  statute 
and  the  abuse  which  the  statute  seeks  to  correct. 

The  purpose  of  the  .small  loan  act  was  to  prohibit  the  unlicensed  business 
from  making  small  loans  and  to  prevent  an  excessive  rate  of  interest  on 
such  loans.  The  statute  was  passed  as  a  protection  to  the  borrower;  it 
was  intended  to  make  the  statute  effective  and  to  prevent  its  evasion  by 
indorsing  notes  given  for  such  loans  to  third  parties.  It  would  afford  little 
protection  to  a  borrower  if  the  notes  given  contrary  to  the  statute  would  be 
valid  in  the  hands  of  a  holder  in  due  cour.se.  In  our  opinion  the  word  "\oid" 
was  used  in  its  technical  sense;  the  notes  were  void  at  their  inception  and 
of  no  validity  in  the  hands  of  Glickman.  This  construction  of  the  statute 
is  supported  by  Thomas  /'.  Burnce,  223  Mass.  311,  where  it  was  said  at 
page  312:  "It  is  true  the  plaintiff  has  a  complete  defence  at  law  to  the  notes 
expressly  declared  to  be  void  .  .  .  but  his  remedy  is  not  limited  to  the 
common  law,  since  the  enactment  of  St.  1911,  c.  727,  s  s.  10,  13.  amended 
by  St.  1912,  c.  675,  ss.  3,  4,  has  conferred  expressly  also  a  right  to  maintain 
a  suit  in  equity."  Missouri,  Kansas  &  Texas  Trust  Co.  v.  Krumseig.  172 
U.  S.  351.  These  statutes  declaring  the  usurious  note  to  be  void  have  not 
been  repealed  or  rendered  ineffective  by  any  of  the  provisions  of  the  nego- 
tiable instruments  act.  Sabine  v.  Paine  223  N.  Y.  401.  Eskridge  /•.  Thonuis, 
79  \V.  Va.  322. 

liurnes  v.  New  Mineral  Fertilizer  Co.,  218  Mass.  300,  relied  on  by  the 
defendant,  is  not  in  conflict.  There  the  action  was  to  recover  on  a  note 
given  as  collateral  security  for  a  loan  made  in  viohition  of  the  statute.  It 
was  said  at  page  3(K>:  "It  is  apparent  that  there  is  nothing  in  that  act  which 
makes  void  not  only  notes  given  in  violation  of  the  act.  hut  securities  de- 
posited as  collateral  for  such  notes  ...  In  Van  SchaacU  r.  StalTord,  12  Pick. 
565;  Dunsconib  r.  Bunker,  2  Met.  8,  and  in  Harrison  /•.  Ilannel,  5  Taunt. 
780,  the  action  was  l)rought  by  the  jxM'son  to  whom  the  usurious  loan  had 
been  made.  In  such  a  (^ase  tlu^  loan  if.solf  i.s  void,  and  nothing  being  duo 
on  the  debt  for  which  the  collateral  was  deposited  as  security,  no  recovery 
can  be  had  on  the  collateral." 

The  loan  made  in  violation  of  tiie  slatuli^  and  the  noti-s  given  are  void, 
(j.  L.  c.  MO,  s.  110.  liy  s.  103  the  loan  tnay  be  declared  void  by  the  Supreme 
.Judicial  Court  or  Su|»erior  ('ourt  in  e(|nity  upon  petition  by  the  person  \o 
whom  the  loan  was  made. 

The  piainlilT  was  not  recpiired  to  inak«'  payment  ov  tt'nder  of  the  amount 
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actually  loaned  as  condition  to  the  maintenance  of  the  suit.  Thomas  v. 
Burnce,  223  Mass.  811,  313.  Missouri,  Kansas  &  Texas  Trust  ('o.  v.  Krum- 
seig:,  su[)ra. 

Decree  affirmed  with  costs. 
D.  Burstein  (Hale  &  Dorr)  for  plaintiff. 
W.  S.  MeCallum  and  D.  F.  McNeil  for  the  defendant. 


During  this  license  year  the  American  Association  of  Personal  Finance 
Companies,  in  collaboration  with  the  Russell  S&ge  Foundation,  prepared  a 
form  of  uniform  annual  report  to  be  made  by  each  licensed  lender  to  the  state 
supervising  authority  in  states  having  the  Uniform  Small  Loan  Law  or  an 
equivalent  law  in  operation.  After  examination  of  the  form  by  the  Massa- 
chusetts Supervisor  and  a  certified  public  accountant  of  the  highest  stand- 
ing, who  voluntarily  acted  as  his  expert  adviser,  the  form  was  adopted  in 
substance  with  a  few  minor  changes.  In  several  other  states  the  supervising 
authorities  have  put  this  form  of  annual  report  into  use  and  are  gathering 
facts  concerning  the  business  that  will  be  valuable  not  only  as  comparative 
statistics  between  the  states,  but  will  tell  the  true  story  of  assets,  liabilities, 
expense  of  conducting  the  business  and  earnings,  in  a  more  detailed  manner 
than  has  ever  been  set  forth  before.  State  authorities  using  this  form  of 
report  will  now  have  sufficient  data  on  which  to  make  a  sound  financial 
analysis  of  the  business  and  its  costs.  It  seems  more  than  likely  that  this 
form  of  report  will  be  in  practically  universal  use  in  1931. 

The  statistics  which  follow  are  taken  from  this  new  form  of  annual  report 
above  referred  to.  As  this  is  the  first  year  in  which  this  new  form  has  been 
used,  experience  will  unquestionably  show  places  in  which  it  can  be  strength- 
ened, improved,  and  rendered  more  accurate;  but  even  with  this  qualifi- 
cation it  marks  a  great  advance  and  the  records  now  on  file  in  his  office  give 
to  the  Supervisor  an  extremely  accurate  picture  of  the  small  loans  business 
taken  as  a  whole.  In  the  figures  which  follow  there  are  certain  expenses 
which  it  was  not  feasible  to  include  this  year.  As  small  loan  companies 
do  not  have  deposits  (as  do  banks)  the  money  they  loan  consists  of  their 
own  capital.  In  obtaining  money  for  capital  there  are  actual  expenses  in- 
curred for  financing;  the  expenses  of  organization  and  of  developing  the 
business  during  its  early  stages.  Such  expenses  are  a  constituent  part  of 
the  investment  in,  or  capital  employed  in,  the  business.  To  determine  the 
actual  total  capital  used  and  useful  in  the  business,  it  will  be  necessary  to 
add  these  actual  costs  and  expenses  to  the  figure  of  tangible  capital,  which 
is  mainly  in  the  form  of  loans  outstanding  and  cash  waiting  to  be  loaned. 
In  connection  with  this  first  report  it  was  not  in  every  ease  possible  to  collect 
these  particular  costs  and  expenses.  As  the  licensees  become  more  familiar 
with  this  form  of  annual  report  the  amounts  of  these  particular  costs  and 
expenses  can  be  more  accurately  determined. 

The  Supervisor  was  in  attendance  and  spoke  at  the  sixteenth  annual  con- 
vention of  the  American  Association  of  Personal  Finance  Companies  held 
in  the  auditorium  of  the  United  States  Chamber  of  Commerce  at  Wash- 
ington, D.  C,  on  September  24,  25  and  26,  1930.  Several  matters  were 
discussed  that  seem  worthy  of  note  in  this  report  as  having  an  important 
bearing  upon  the  licensed  small  loan  business  in  this  Commonwealth. 
Recently  the  business  has  subjected  itself  to  searching  examination  by  ana- 
lysts of  business,  social  welfare,  government,  public  relations  and  law  en- 
forcement. Increased  attention  has  been  paid  to  the  field  of  consumer 
credit  in  1930  by  economists  and  many  other  students  .of  public  affairs. 
A  growing  number  of  research  books  and  magazine  articles  have  been  re- 
cently written  on  mass  finance  and  consumer  credit.  Important  court 
decisions  upholding  the  small  loan  law  and  its  administration  have  been 
rendered  in  several  states  other  than  Massachusetts.  In  February,  1930, 
the  United  States  Supreme  Court,  in  the  case  of  Morgan  v.  Georgia,  handed 
down  a  decision  that  placed  the  stamp  of  approval  upon  the  principles  of 
classification  upon  which  the  Small  Loan  Law  is  based. 


6  P.D.  95 

In  New  Jersey  there  have  been  two  cases  in  which  notes  taken  by  licensees 
under  the  Small  Loan  Law  were  held  void  because  they  contained  provisions 
for  attorney's  fees  in  addition  to  the  maximum  rate  of  interest  permitted 
under  the  Small  Loan  Law.  The  reason  for  citing:  these  eases  is  to  indicate 
that  the  courts  recogfnize  that  the  Small  Loan  Law  is  a  borrowers"  law 
and  that  it  will  always  be  so  construed.  It  cannot  be  repeated  too  often  that 
the  small  loan  laws  of  the  several  states  were  passed  for  the  protection  of 
the  borrowers;  it  depends  for  its  constitutionality  upon  the  protection  which 
it  affords  borrowers;  it  would  never  be  enacted  by  any  legislature  except 
for  the  purpose  of  protecting:  borrowers;  if  it  ever  ceases  to  protect  bor- 
rowers it  will  speedily  disappear  from  the  statute  books.  The  substantial 
rate  of  interest  authorized  is  intended  to  cover  every  kind  of  cost  to  the 
borrower.  It  would  seem  that  the  small  loan  business  as  a  whole  would 
profit  if  all  licensed  lenders  in  all  states  would  recog:uize  this  fundamental 
proposition  by  waiving  claims  for  attorney's  fees,  court  costs,  and  other 
expenses,  even  when  the  borrower  has  incurred  the  additional  liability  by 
his  own  default. 

The  fundamental  strength  of  the  small  loan  law  has  been  an  honest, 
open,  simple  and  understandable  statement  of  the  price  which  the  borrower 
pays  for  the  use  of  the  money.  The  total  cost  must  be  perfectly  compre- 
hensible to  the  average  small  necessitous  borrower.  There  can  be  no  com- 
pounding or  added  charges  and  the  cost  must  be  computed  only  on  unpaid 
balances.  This  is  one  of  the  few,  if  not  the  only,  financial  lousiness  in  which 
no  concealment  or  device  of  any  kind  can  be  used.  There  is  no  doubt  that 
this  has  meant  a  heavy  burden  for  the  industry  to  carry,  because  the  a\erage 
person  does  not  immediately  understand  the  sound  basis  for  such  a  method 
of  computing  the  cost  of  small  loans.  In  fact,  the  average  person's  reaction 
is  based  upon  a  misunderstanding  because  the  rate  of  charge  so  expressed  is 
mentally  compared  with  other  rates  of  interest  not  so  computed. 

During  the  year  1930  The  Russell  Sage  Foundation,  an  endowed  New 
York  philanthropy,  engaged  in  scientific  research  work,  collaborated  with 
the  American  Association  of  Personal  Finance  Companies  in  drafting  a 
new  small  loan  law.  This  law  is  now  in  process  of  preparation  and  will 
shortly  be  completed  in  such  form  that  it  will  have  the  full  approval  of  those 
best  qualified  to  judge  it  from  the  point  of  view  of  the  borrowing  public. 
The  Massachusetts  Law  and  the  cluiracter  of  Massachusetts  supervision 
have  had  no  small  influence  in  the  recommendations  of  this  new  law  for 
increased  discretionary  powers  on  the  part  of  st«ite  supervising  officials. 

The  experience  of  the  licensed  loan  business  under  the  rigid  superx  ision 
practiced  in  Massachusetts  has  been  warmly  commended  by  both  the  local 
and  the  national  association  as  model  in  character,  for  the  industry  as  a  whole; 
it  being  the  uniform  testimony  of  those  familiar  with  Bay  State  Supervision 
that  it  lias  in)measuraV)ly  strengthened  the  i)osition  of  tlie  industry  both  in 
practical   oi)eration  and   in   public  esteem. 

The  tweiity-lwo  Morris  Plan  olfices  operating  in  .Massachusetts  continue 
to  conduct  their  business  on  the  discount  method  at  variiMis  rates  of  dis- 
count and  in  some  cases  with  an  iincstigation  fee.  also  deducted  in  ad- 
vance; the  security  being  a  Jiole,  signed  by  the  borrower  and  endoi'sed  by 
two  co-nuikers.  The  discount  and  fee  in  all  cases  is  less  than  the  lawful 
maximum  permitted  a  licensed  UMider.  'i'lie  Morris  Plan  loans  are  repay- 
able in  weekly,  semi-Tiiontlily  or  monthly  instidlnienls  over  a  p»>rio(i  of  one 
year. 

i{.  W.  Pitni.-in,  ;iii  olficcr  of  llic  \;i1ii>n;il  Association  of  Morris  Plan 
( 'onipani(!s,  has  stated  that  "experience"  has  pro\(Mi  tliat  the  stnall  loan 
business  is  so  saturated  with  complication  and  detail  that  after  a  certain 
volume  is  reached,  additional  volume  c.in  only  be  handled  constructively 
by  the  building  i;p  of  an  organization  u  liicli  is  incre;isingl\-  ex|)ensi\-e  in 
proportion  to  the  xoliinie  handled.  The  (piestion  of  oxcrlu^ad  costs  can  be 
more  intelligently  and  e(Tecti\('ly  answered  by  intelligent  nianagiMuent  and 
cost  of  operating  cajiital  than  by  any  other  elements.  ...  In  operating 
their  business  they  {'IMie  Morris  Plan  Companies)  have  ;itl(  in|ited  to  serve 
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the  interests  of  the  small  borrower,  not  for  a  charitable  or  philanthropic 
reason,  but  for  the  reason  that  they  have  realized  that  they  must  serve  in 
order  to  profit.  Industrial  bankiiifi:  has  earned  its  position  in  the  economic 
structure  of  our  country  and  the  solution  of  the  problem  is  to  i)rovide  more 
of  them  under  the  strict  and  rigid  supervision  of  the  State  throufifli  the  enact- 
ment of  laws  which  will  enable  them  to  operate  with  a  reasonable  profit  to 
their  stockholders." 

A  word  as  to  the  remedial  loan  societies  operating:  under  state  supervision. 
These  societies  ai'e  generally  more  important  for  their  influence  than  for  the 
amounts  they  loan.  Their  operations  are  essentially  philanthropic  as  dis- 
tinguished from  charities  in  their  inception.  The  philanthropic  aspects 
generally  present  are:  A  more  moderate  charge  than  that  commonly  pre- 
vailing for  the  service  rendered;  a  limited  return  on  the  invested  capital; 
a  desire  to  give  fairer  treatment  to  the  borrower;  a  desire  to  set  an  example 
which  will  stimulate  private  capital  to  adopt  similar  methods;  the  support  of 
a  group  of  local  philanthropists  in  financial  and  managerial  problems. 

President  Claude  E.  Clarke  of  the  National  Association  of  Legal  Aid 
Societies  has  said:  "We  are  anxious  to  see  a  constructive  program  in  the 
granting  of  loans  so  that  the  attempt  is  made  to  get  the  borrower  out  of  debt 
and  not  to  retain  him  as  a  life-long  client  and  as  a  continuous  borrower. 
We  view  with  alarm  the  making  of  two  or  three  loans  to  the  same  individual. 
I  realize  that,  of  course,  in  some  situations  it  can't  be  avoided  because  of 
misrepresentation  that  the  borrower  makes.  We  find  that  it  is  often  disas- 
trous for  the  borrower,  and  we  would  think  disastrous  for  the  personal 
finance  companies,  because  certainly  the  security  afforded  by  the  furniture 
would  not  cover  m^ore  than  one  loan,  and  that  a  small  one." 

"The  business  of  personal  finance  is  being  put  upon  a  higher  plane.  This 
is  bging  accomplished  by  the  improvement  in  location  and  surroundings  of 
the  offices  of  personal  finance  companies.  Much  is  being  done  to  dignify 
the  business  and  to  that  end  attractive  and  reputable  locations  are  being 
secured  for  the  offices.  Office  layout,  furniture  and  equipment  are  being 
used  in  such  a  way  as  to  give  the  office  an  air  of  a  financial  institution.  All 
this  tends  to  develop  pride  and  self-respect  in  the  borrower  rather  than  the 
feeling  of  inferiority  and  defeat  which  so  often  accompanied  the  securing  of 
small  loans.  The  personnel  of  the  officers  and  employees  of  these  offices 
is  in  the  main  made  up  of  men  and  women  who  are  honorable  and  fair  in 
their  transactions  with  the  borrower  and  who  desire  to  conduct  all  their 
transactions  in  such  a  way  as  will  reflect  credit  to  their  institution  and  at  the 
same  time  work  to  the  benefit  of  their  clients." 

Mr.  Clarke  believes  that  necessitous  borrowers  are  being  served  with  the 
granting  of  small  loans  and  that  in  the  transactions  involved  in  the  securing 
of  these  loans  they  are  being  fairly  treated.  Other  executives  of  large  relief 
agencies  testify  to  the  great  number  of  instances  in  which  borrowers  have 
been  justly  and  leniently  treated  and  conditions  are  always  better  in  states 
under  the  Uniform  Law  or  a  similar  law,  and  the  finance  companies  are  a 
factor  in  many  problems  of  family  life. 

This  report  would  be  incomplete  without  reference  to  the  splendid  spirit 
of  co-operation  shown  by  the  Massachusetts  Association  of  Personal  Finance 
Companies.  It  has  been  the  policy  of  the  Supervisor  to  attend  their  meet- 
ings, listen  to  their  deliberations  and  frankly  discuss  their  problems  with 
them.  This  has  made  for  better  understanding  and  an  increased  tendency 
amongst  the  members  to  clean  house  and  to  keep  the  business  clean.  This 
has  meant  prosecutions. 

The  purpose  clause  of  the  Massachusetts  Association  pledges  it  to  "a 
strict  compliance  with  the  law."  When  evidence  of  illegal  lending  appeared, 
the  Association  stated  in  writing  to  the  Supervisor  of  Loan  Agencies:  "The 
attitude  of  the  Association  towards  illegal  lending  is  clear  and  unequivocal. 
We  condemn  it.  Wherever  investigation  reveals  violation  of  the  law,  we 
wish  punishment  to  follow  swiftly  and  surely."  The  Association  instructed 
its  counsel  to  fight  and  voted  that  it  would  defray  the  expenses.  Eleven 
eases  were  prosecuted  and  ten  were  won.     Of  these,  one  went  to  the  Supreme 
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Court  of  Massachusetts  and  was  there  won.     (The  C'uneo  ease  cited  above 
in  this  report.) 

The  Superivisor  has  wide  discretionary  powers,  and  these  powers  should 
be  increased  to  a  g:reater  extent,  but  neither  the  e.xpress  terms  of  the  law 
nor  the  ruling^s  of  the  Supervisor  of  Loan  Agencies  will  ever  be  an  adequate 
substitute  for  the  restraints  which  prudent  business  men  will  place  upon 
themselves  for  the  preservation  of  their  own  prosperity. 

The  twenty-two  Morris  Plan  Companies  made  .53.108  loans  amounting 
to  .S8.046,089.o5.  The  three  chartered  companies  made  S2.f>.50  loans, 
amounting  to  S4. 959. 296. 55.  One  hundred  and  sixty-four  other  licensed 
agencies  made  133.708  loans  of  .?300  or  under,  amounting  to  .?20.2S1. 636.81. 
This  was  a  total  of  269.366  small  loans  amounting  to  .?33.287.022.81.  showing 
an  increase  in  the  number  of  loans  over  the  previous  license  year  of  34.819, 
and  amounting  to  S5.256.080.66.  The  employed  capital  in  Massachusetts 
of  all  companies  under  state  supervision  was  •S24. 980,082. 89. 

The  tabulation  following  is  based  on  the  1930  census  population  of  the 
communities  where  licenses  were  issued,  and  not  on  the  nature  of  the  busi- 
ness as  in  previous  reports.  The  figures  are  taken  from  the  sworn  returns 
to  the  Supervisor,  made  in  compliance  with  Section  98  of  Chapter  140, 
General  Laws,  and  show  the  amount  of  employed  capital  consisting  almost 
entirely  of  cash  on  hand  plus  loans  receivable,  the  amount  of  loans  made 
during  the  license  year,  the  amount  of  loans  outstanding  at  the  end  of  the 
license  j^ear,  botih  gross  and  net  earnings  on  the  employed  capital,  expenses 
and  losses. 

The  income  to  the  Commonwealth  from  the  license  fees  continues  to 
e.xceed  the  expenditure  of  the  Bureau  of  Loan  Agencies  by  a  considerable 
margin.  The  policy  of  the  Bureau  in  requiring  incorporation  under  Massa- 
chusetts Laws  in  the  case  of  corporations  has  also  resulted  in  a  ver>-  sizable 
profit  to  the  Commonwealth  in  corporation  fees  and  taxes  from  licensed 
small  loan  corporations. 

Respectfully  submitted, 

EARL  E.  DAVIDSON, 

Snperrisor  of  Loin  Afunrics. 
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Licensed  Loan  Agencies  in  Comrmmities  with  a  Population  of  10,000 

and  under 


Employed 
Capital 

Loans 
Made 

Loans 
OutstandinK 

Gross 
Earnings 

Expenses  and 

T,>088eB 

Net 
Earnings 

$18,347.09 

7,233.331 

41,925.80 

$38,310.25 
10,434.00 
52,094.00 

$15,186.39 

6,905.54 

41,653.50 

$3,085.79 
■  895.33 
9,308.35 

$1,456.95 

890.92 

2,283 .  48 

$1,028.84 

4,41 

7,024,87 

$67,506.22 

$100,838.25 

$63,745.43 

$13,289.47 

$4,631.35 

$8,658.12 

'  Uepi'esents  S)  2  months'  business. 

Licensed  Loan  Ageyicies  in  Cotmnunities  with  a  Population  of  10,000 

to  30,000 


.129,284.44 

$42,419.. 57 

$25,587.95 

,$7,404.16 

$.5,106,63 

.$2,297 ,  .53 

52,607 .  84 

75,.590.00 

47,828,75 

17,483,09 

8,756,30 

8,726,79 

73,497.36 

117,025.00 

66,939 .  24 

15,256,53 

14,686,63 

.569.90 

75,506.65:! 

115,290.00 

70,1.57,12 

12,426.47 

12,704,38 

277,91* 

10,014.00 

7,650.00 

5,229,57 

1,269,40 

539.03 

730,37 

161,012.72 

274,503.00 

154,768,77 

51,904,69 

20,921.09 

30.983 ,  60 

8,2.59 .  00 

9,029.05 

8,259.00 

2,,546,77 

3,451.77 

905.00* 

90,1 16. 06  ^ 

1,52,665,00 

85,560,72 

15,608.51 

14,208,39 

1,400.12 

15,222.88 

12,322,98 

13,580,41 

2,876,. 58 

602,12 

2,274,46 

25,535 .  55 

.53,3.52,02 

22,050 ,  57 

8,071,69 

4,089 .  37 

3,982,32 

41,412.23 

62,157,00 

37,515.98 

10,718,33 

6,624 ,  65 

4,093,78 

64,233. 58  4 

108,210,00 

.58,782 .  52 

12,.580..53 

12,416,49 

164,04 

26,661.60 

.52.760.82 

23,978.51 

3,661,18 

2,524 ,  04 

1,137,14 

il3,576.82 

208,270 .  00 

108,280.92 

38,441,87 

19,689 ,  29 

18,752,. 58 

45,088.29 

71,765.00 

41,426.72 

13,125.78 

8,679,56 

4,446,22 

162,666.85 

281,410.00 

1.55,210.34 

49,267 ,  28 

2,5,976,. 52 

23,290,76 

63,716,53 

108,665.00 

48,848,73 

11,557,42 

8,401 .  24 

3,156,18 

18,055,50 

27,4.59.46 

17,704,01 

3,700,70 

1,769,. 52 

1,931,18 

55,990,74 

95,976.47 

,50,309,81 

16,289,82 

5,016,54 

11,273,28 

45,221,24 

.57,259,00 

,38,431,65 

8,070,61 

1,.344,03 

6,726,58 

93,427.36 

151,755,00 

86,039,99 

30,576,51 

17,851,17 

12,725,34 

9,932,21 

14,121,00 

8,905,62 

2,405,75 

928,66 

1,477.09 

107,727,33 

167,960.00 

100,231,97 

33,289,59 

18,874.74 

14,414,85 

14,199,252 

14.190,00 

11,522,77 

1,189.09 

1,989,84 

800 . 76* 

100,265,68 

152,338,00 

87,934,51 

31,178,50 

22,251 ,  50 

8,927,00 

84,174,82 

150,973 ,  .50 

60,342,98 

2,5,037.01 

9,162,44 

15,884,57 

48,115.36 

83,3.57,00 

4,5,363,19 

12,183,37 

8,238.26 

3,945,12 

13,443.04' 

12,885,00 

10,.587 ,  73 

736.23 

2,293,19 

1,656,96* 

47,.581.82 

86,638,88 

44,287 ,  02 

1.5,111,81 

8,861,03 

6,260,78 

31,165.47 

48,741,00 

29,832,48 

9,518,47 

5.778,41 

3,740,06 

64,600.32* 

123,,565.00 

64,600,32 

15,386.23 

15,932,86 

547.62* 

$1/792,311.54 

$2,940,303,75 

$1,6.30,099.87 

$478,872,97 

$289,649,57 

$189,223,40 

*  Deficit. 


'  Represents  6  months'  business. 
-  Represents  7  months'  business. 


3  Represents  9J^  months'  business. 
*  Repreisents  11  months'  business. 


Licensed  Loan  Agencies  in  Communities  with  a  Population  of  80,000 

to  50,000 


126,000,003 

$16,630.00 

$13,400.64 

$808.93 

$1,786.40 

$977.47* 

123,404,30 

199,195.00 

117.473.61 

25.750,50 

18,960,94 

6.799.56 

15,681, 61* 

4,636,00 

3,126.06 

1.140,58 

458,97 

681.61 

168,529,58 

329,745,00 

165,026.64 

54.362,60 

23,302.87 

31,049.73 

139,838.49 

300,736 ,  50 

114,639.95 

27,488,04 

17,422.47 

10,065.57 

2,841,47 

2,775,23 

2,829.50 

232 , 81 

1,136.06 

903.25* 

21,265,84 

19,667,01 

18,248.14 

6.291,50 

6,568,59 

277.09* 

i49,,589,97 

249, .560. 00 

142.626.16 

46.364,63 

23,472,78 

22,881.75 

121,337,76 

218,628,00 

110,812,67 

36,748,92 

22,628,73 

14,120,19 

36,096,62 

42,300,77 

26,048,22 

9,812,79 

8,775,94 

1,036,85 

1.56,537.20 

283,880,00 

1,50.870,47 

.50,856.73 

2,5,573,84 

25,281,89 

36.288,04  2 

22,.S30,00 

20.208. 35 

2,7.50.38 

,5, 340,. 55 

2,590,17* 

2.591,06 

905,00 

1.874,29 

631,33 

631,33 

00,00 

13.132,87 

1,158.00 

12.113,88 

2,,569,84 

3,151,30 

581.46* 

207,194,27 

341,975.00 

200,476,12 

63,082,41 

31,042.48 

32,039.93 

49,623,07 

28,480.00 

47,569,00 

6,786,00 

1.376.93 

6,409.07 

116, .528, 59 

214,378.00 

113,092.88 

38,816,87 

17,386.84 

21,430.03 

106,658.49 

182,285.00 

101,149,93 

33,113,00 

18,161,90 

14,961.10 

86,649,06 

133,610.00 

82.028,39 

26,. 567 ,  60 

14,679,81 

11,987.79 

164,409.59 

27.5.270.00 

158.220,37 

60,424,99 

26,085.11 

24,339.88 

5.629.78 

5.125.00 

4,610,09 

121.31 

234,15 

112.84* 

68.472.523 

121,385.00 

62,396.13 

13,034,64 

14,149.89 

1,115.35* 

4,493.28' 

3.376.44 

3,282.94 

32,06 

433.28 

401.22* 

«1,815.793.46 

$2,998,529.95 

$1,672,023.23 

$497,767,36 

$28i2,64l.l6 

i215,126.20 

'Represents  l^i  months'  businfeiss. 

2  Represents  3      months'  business. 

3  Represents  4}-^  months'  business. 


■•  Represents  10'^  months'  bubinesfe. 

*  RetJrtesentS  11       riionths'  business. 

*  Deficit. 


10  P.D.  95 

Licensed  Loan  Agencies  in  Communities  with  a  Population  of  50,000 

to  80,000 


Employed 

Loans 

L<jan8 

C;ros8 

Expenses  and 

Net 

Capitul 

Made 

Outstanding 

EarninKe 

Losses 

Earnings 

S145.0.59..S5 

§223,725.00 

S138,.578.34 

$50.4.53.07 

$19,763,49 

$30,689.58 

l.S0,347.00 

319,065.00 

173.994,80 

.55,417,99 

27.3.53.41 

28,064.58 

132,083.. 59  • 

233.475.00 

126,196,00 

47.1 14.  S8 

26,048,14 

21,066.74 

50.602.03 

102,041.13 

46,-549,14   • 

12,872.72 

8,046.19 

4.826  53 

1.39,145,45 

134,335.00 

138.160.00 

11,503,12 

5.493.88 

6.069 .  24 

101, 269.  OS 

128,480.00 

96.488,00  ■ 

35,912.44 

16,928,67 

18,983.77 

227, .574, 15 

.348,715.00 

219.283,98 

74,857.30 

.38,951 ,  .52 

35.905,78 

63,464. 53-': 

112,253.00 

00.411,48 

15,493.60 

8,.529.07 

6.964 ,  .53 

101,007.48'; 

107,541.00 

91,287.03 

26,.556.26 

27,2.30.44 

674.18* 

135,993.10 

181,491.65  '' 

129,916.86 

44,781.74 

19,293.91 

2.5.487,83 

196.490.65 

331,820.00   , 

185.986.17   , 

57,003.64   1 

29,471.57 

27.532,07 

00.330.20^ 

96,073.. 50   ' 

52.901.05   i 

12.177.72   • 

10,597. 52 

4.419.80* 

81,533,367,11   j 

$2,380,215.28 

SI. 459.753. 45   i 

§444,204.48   | 

i 

$243,707.81   ; 

$200,496,67 

'  Represents  314  months'  business. 
-  Represents  10 '4  months'  business. 


•'  Represents  11  months'  business. 
•  Deficit. 


Licensed  Loan  Agencies  in  Communities  u'ith  a  Population  of  80,000 

to  100,000 


$130,761.26 
105,576,86 
868,881 
.30,419,97 


8284,780,00 

165,240,00 

2,.395 .  00 

29.501.75 


$127,577,00 

96.184.45 

055 , 78 

28.935 ,  14 


$44,410,. 50 
33.395.26 

298 . 38 
6.118,56 


818.834,21 

19,731.6(i 

2.614.50 

3,724.90 


$2o,.576,29 
13,603  60 
2,316   12* 
2.393 ,  66 


8267,626,97 


$481,976,75 


$253,352,37 


$84,222,70 


$44,905.27 


$39,317.43 


'  Represents  10  months'  business. 


Deficit 


Licensed  Loan  Agencies  i)i  Communities  witli  a  Populatioi  of  100,000 

and  over 


84.55,039 .  51 

$424,970,00 

$375,508.35 

$01.0.53.78 

§46,142,99 

.<14.910  79 

43,630.44 

35.534.99 

40,294.18 

14.407.92 

12,034,93 

2.372.99 

47,414.92 

46..508,51 

45,791,73 

15..584,64 

14.,596.(V4 

98S . 00 

40,408 .  69 

.57,240,21 

35,588.40 

13,181,77 

11.3.57.58 

1.8-24.19 

42, .546. 14 

.50,974,05 

36,067.  (>5 

12.422,-53 

10.370.04 

2.051.89 

85,322 .  25 

95,515.00 

67,670.00 

23,212.09 

20.951,77 

2.-200  32 

1 1 ,987  ,  t>5 

4,889.42 

11,987.65 

4,4^22.  20 

4, 206, 72 

C215,4.S 

13,232,62 

7,730.00 

12,451,48 

794 . 67 

4.022,43 

3.227,76' 

2.30.542.00 

328,,530,00 

219,(;96.S1 

76,'2.'{6.()6 

.53.199,29 

23.036,77 

3S.114.70 

31,945.00 

31,725.60 

10,687.49 

6,449.03 

4.2.38,46 

96.637.00 

16(i,.577.55 

91,0.57.82 

21,7-29.10 

18.752,90 

2.976 ,  20 

01.844. 02 

119,691  .00 

60,778.65 

13,664.18 

10.709.41 

2.9.54 ,  77 

68,378.94 

.59,708   00 

52,969.71 

11,612.34 

11.079.33 

.533,01 

6,934 ,  77 

16,6(Hl.Si; 

6,360.51 

3,793., S4 

4. .596. 74 

802  90* 

•27,1. 50,. S7 

26,'.t3t    99 

21,2U.34 

4, .5.56.  49 

2.619.46 

1 ,937 ,  03 

29,692.90 

S,  150,  00 

27,747.. 59 

5,,807 .  .57 

•2.666.29 

3,1  U    -28 

33,775.90 

20,985.00 

27.873.05 

3.801.51 

3,106.46 

695 . 05 

21,9.58.02 

43,0S1    00 

19, 105. 34 

5.139.07 

3,.573.1S 

1,. 565.  89 

115,'22S.42 

203,582  00 

110,707.04 

37.994.43 

23,369  21 

14,625  ^22 

2 1, .586.  10 

45,116   .50 

11,577.97 

4, 5 12. S3 

3,008.70 

1,474.13 

.59,373 .  73 

•28,925  00 

•_'S,.5^2().00 

2,.S92  .50 

4,845  62 

1,9.53    12* 

1 7,026. 83  ■•• 

•2.!.  162    15 

16,691  .06 

1,5  IS.  08 

2,366   25 

8-J8    17* 

in3,70(i,92 

•J69,til0   ()0 

157..S84.43 

53,007   35 

28,7.53.38 

24.313   97 

S.9()9.SH 

5,0911   76 

6,679   .53 

2,374.99 

3,.367.12 

99i'    13* 

12.639   21 

17,175  00 

10,. 5,86, 50 

1,799   '27 

.517    12 

1.  •2,52    15 

360..56S .  .35 

053,328    12 

351,466   35 

118,763    11 

63. 556   .5r. 

.55,^206   55 

2S0.5Q7   70 
ll.On    72 

310,105  00 

25U,S22.  18 

.80,669.62 

31..S67   05 

48,.S02.57 

6,020   00 

5,liO0.47 

1,869   .36 

1,104.40 

704 . 90 

60,70H .  47 

71,2.58   32 

.58,091    .59 

17..866.3S 

10.377.08 

7,489. 30 

09..385.73 

73,.5'20  'ir, 

61, .52  1.49 

18.947   64 

16.702.47 

2,245   17 

1,748  26 

.VI 1    00 

52S   62 

3.84  .  07 

1.624  07 

1,2)0   00* 

•2.5,821.02 

37.731    00 

22.149  94 

8,442.63 

.5,814.84 

2,627    79 

33,517.73 

43,221   Oil 

30,373   37 

9,9S(),00 

.5,175  .54 

I.SOI     IC, 

74,-2'23  09 

93,^231    27 

71,918  31 

20,581.42 

6,294 .  .58 

1  I.2.S6   SI 

S,211    28 

9,427    1  1 

6,r23.fl4 

2,068.22 

1.399.22 

6611   00 

48,1181  .:«) 

80,77 1    00 

46,5.82.92 

14,400.90 

5.972.71 

S.ISS    111 

90.973.71) 

167,721    70 

.S5,.5'29.60 

•26,701    27 

2:1,6.58,  S5 

6.0J2    12 

16,026.77 

'29,^244   39 

I5,.534   .52 

4,114.35 

1,. 3.89,75 

2.721    60 

63.946.71 

76,238  00 

59,863  96 

18,979.25 

9.1.S2.08 

9,797    17 

13.810,32 

13,1.30,00 

11,704,51 

3.277.  •i?   1 

2,001.50 

1,275  71 

'''  UoprMentn  7  rannths'  buainess. 


♦  npfirit. 


P.D.  95  11 

Licensed  Loan  Agencies  in  Communities  with  a  Population  of  100,000 

and  over — Continued. 


Employed 

Ijojins 

liOans 

CJross 

Expenses  and 

Net 

Capital 

Made 

Outstanding 

Earniii(?8 

Losses 

Eurnin($a 

$19,820.95 

$17,885.00 

$14,549.55 

$1,654.86 

$2,607.44 

$1,012. 58* 

23,890.957 

34,110.00 

21,694.30 

3,406.24 

3,018.51 

387.73 

48,951.855 

81,649.20 

47,001.86 

8,349.45 

10,218.67 

1,S69.22* 

340.00* 

1,555.00 

1,340.00 

15.15 

224 . 29 

209.14* 

21,3413.585 

23,855.00 

18,684.85 

1,408.73 

3,002.15 

1,6.>5.42» 

14,988.733 

15,912.50 

14,085.95 

722.83 

618.10 

104.73 

10,278.51' 

10,545.00 

9,152.41 

403.51 

125.00 

278.51 

283,734 .  12 

438,533.00 

263,385.67 

88,960.09 

48,966.29 

39,993 ,  SO 

140,122.51 

245,805.00 

137,011.80 

44,349 .  65 

18.199.45 

26,150.20 

50,446 .  59 

93,270.00 

45,304.81 

11.030.06 

16.398.63 

5.307.97* 

5,002.492 

3,535.00 

2,977.55 

139.11 

1,136.62 

997.51* 

91,459.49 

145,380.00 

73,614.93 

11,485.65 

6.749.95 

4.735.70 

175,012.96 

363,451.12 

172,050,83 

56,252 .  57 

21,893.41 

34,359.16 

76,593.07 

118,750.00 

73,109.00 

9,546.00 

3,916.53 

5,629.47 

18,647.48 

10,186.00 

12,331.84 

3.664.56 

2,147.73 

1,516.83 

91,799.308 

158,835.00 

85.491.02 

18.799.52 

20,601.49 

1,801.97* 

126,098.99 

204,628.00 

115,588.66 

43.912.26 

32,223.58 

11,688.68 

70,593.22 

108,590.00 

65,638.00 

20,835 .  89 

14,054.79 

6,781.10 

•      133,289.70 

260,031.00 

129,408.01 

47.535.48 

19,145.43 

28,390.05 

16,180.32 

14,966.00 

15,931.50 

2,606.35 

2,538.44 

67.91 

116.029.39 

214.500.00 

109,992.04 

36,251.55 

21,126.68 

15,124.87 

20,118.47 

41,397.75 

18,591.40 

3,330.57 

3,212.10 

118.47 

209,257 .  82 

65,585.40 

203,183.46 

51,618.96 

20,573.24 

31,045.72 

29,662.97 

41.845.00 

28,496.28 

10,337.66 

11,221.35 

883.69* 

7,926.06 

1,042.00 

4,400.30 

2,068.56 

4.043.13 

1,974.57* 

51,088.49 

36.609.00 

50,520.25 

10,871.97 

8,187.86 

2,684.11 

141,867.30 

216,865.00 

129,271.70 

49,374.80 

28,562.46 

20,812.34 

157,093.01 

246,525.00 

140,030.04 

19,756.20 

9.893.28 

9,862.92 

111,043.15 

213,072.00 

107,734.20 

37.246.08 

15.650.01 

21,596.07 

76,165.50 

80,423 .  00 

62,458.15 

22,166.04 

19,222.34 

2,943.70 

19,861.14 

26,100.00 

19,113.00 

2,113.03 

3,381.09 

1,268.06* 

122,635.33 

218.475.00 

117,608.88 

38,990.10 

17,777.13 

21,212.97 

126,864.889 

228,795.00 

119,615.59 

28,572.02 

23,521.28 

5,050.74 

218.821.79 

351,455.00 

212,966.32 

69,045.15 

40,540.23 

28.504.92 

171,480.36 

393,713.37 

153,317.94 

38,266.83 

25.032.22 

13.234.61 

300,864 .  54 

444,570.00 

227,238.00 

85.836 .  26 

53,347.96 

32.488 .  30 

110,418.98 

231,025.00 

106,361.65 

36.325.74 

16,397.95 

19.927.79 

70,816.95 

103,633.00 

66,868.20 

21.924.36 

12,657.71 

9.266.65 

105,559.74 

193,176.00 

99.727.38 

35,511.68 

29,515.14 

5.996 .  54 

111,391.10 

221,249.00 

102,500.03 

23,265.57 

15,158.62 

8,106.95 

81,346.57 

113,510,47 

76,092.42 

24,585.17 

13,635.65 

10.949.52 

47,807.74 

84.150.00 

43.228.00 

6,562.71 

1,720.10 

4.842 .  55 

123,958.43 

198.147.31 

119,908.02 

36.501.53 

23,908.01 

12.593.52 

243,795.99 

420.140,04 

229,594.09 

77,927.00 

43,109.04 

34.817.96 

216,110.22 

483.958.48 

189.863.16 

44,525 .  10 

29,443.20 

15.081.90 

17,435.526 

28.632 .  00 

17,179.59 

2,294.71 

1.044.00 

1,250.71 

8,785.41-1 

11,964.00 

6,892.63 

961.49 

1.162.80 

201.31* 

11,209.55 

11,447.00 

10,520.95 

2,643.93 

1.849.83 

794.10 

6,436 .  76 

2,015.00 

3,280.58 

612.53 

385 . 65 

226.88 

158,684.24 

192,870.00 

141.517.26 

43.200.00 

23.594.42 

19,605.58 

51,151.49 

92,305.73 

50.053 .  73 

10.884.32 

6.009 .  98 

4.874.34 

$7,572,637.06 

$11,379,772.83 

$6,902,817.82 

$2,002,052.37 

$1,242,664.97 

$759,387.40 

1  Represents  3  months'  biisineas. 

2  Represents  4  months'  business. 

3  Represents  5  months'  business. 

*  Represents  5'2  months'  business. 
5  Represents  7  months'  business. 


•>  Represents  9  months'  business. 
''  Represents  10  months'  business. 
**  Represents  11  months'  business. 
9  Represents  lli^>  months'  business. 
*  Deficit. 
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P.D95 


MORRIS  PLAN  COMPANIES 


Employed 

Loans 

Loans           | 

Gross 

Expenses  and    ! 

Net 

Capital 

Made 

Outstandinc 

Earnings 

Losses          1 

Earninire 

$307,503.69 

.$272,302.22 

.'?.300,414.63 

$19,782.09 

$23,0t>8.3S  1 

$3,286. 29* 

104,260.52 

195,647.41 

177,047.11 

16,272.74 

13,.503.5S 

2,709.16 

527,211.29 

.541,880.00 

485,719.00 

51,715.54 

79,008.09   , 

27,952.55' 

42,601.85 

00,109.27 

34.735.10 

7,478.55 

8,931.30 

1,452. 75* 

510,653.04 

486,S04 .  00 

405,387 .  19 

42,773.85 

40,843.10 

1,930.69 

128,172.50 

131,0.50.00 

123,065.00 

11,989.40 

12,205.06 

275. 66* 

388,904.12 

307,421.00 

206,905.00 

:«),157.71 

39,799.80  , 

9,642. 09» 

296,243 .  23 

07,087.00 

81,0.57.00 

15,455.00 

8,.500.2S  I 

6.954 .  72 

382,349.38 

389,438.43 

341,018.00 

40.751.27 

44.1.34.22   i 

3,382. 95* 

202,218.43 

208,400.11 

195,886.37 

18,511.78 

13,.59S.75 

4.913.03 

1,083,403.38 

1,203,442. 53 

1,269,007.80 

127,535.03 

1()S,279  92 

19,255  71 

23 1,083.. 57 
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16.720.44 

4.171   33 
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1 
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1 

$15,979.31 

Deficit. 


CHARTERED  COMPANIES 


$2..300.23S..50 
.523,070.13 
143, .373. 51 


.$4,212,831.24 
043,.502.39 
102,902.92 


$2, 16.5,052.. 55 
488,770.. 37 
1.33,837.02 


$2.57,4,39.30 
84,5.8.5. 57 
24,041.20 


.$103,0.50.07 
.■)3,.5.59.70 
15,299.33 


»1. 53.789. 23 

31,025.87 

8,741.93 


$2,966,682.14 


$4,959,296.55 


$2,788,2.59.94 


$366,066.13 


$172,.509.10         1193,557.03 
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^\)t  CommontDealtt  of  i^aifiSLtf^uattii 

ANNUAL  REPORT 

Office  of  the  Supervisor  of  Loan  Agencies, 

Room  138,  State  House,  Boston 

To  the  Commissioner  of  Banks. 

Sir: — In  compliance  with  the  requirements  of  Section  98.  Chapter  140, 
General  Laws,  the  annual  report  of  the  Supervisor  of  Loan  Aarencies  for  the 
license  j-ear  which  terminated  September  30,  1931,  is  submitted  herewith. 

Two  hundred  and  twenty-four  loan  agencies,  engaging  in  the  business  of 
making  loans  of  S300  and  less,  were  under  supervision  bj'  the  Commonwealth. 
This  number  included  twenty-two  Morris  Plan  Companies,  one  hundred 
ninety-five  other  licensed  lenders  and  three  companies  chartered  by  special 
acts  of  the  legislature.  Statistics  were  compiled  for  twenty-two  IMorris 
Plan  Companies,  one  hundred  ninety-three  other  licensed  lenders  and  three 
chartered  companies,  making  a  total  of  two  hundred  and  eighteen.  Two 
licensees  reported  to  the  Supervisor  that  no  business  was  ever  done  under 
their  license  and  four  agencies  were  liquidating  their  small  loans  business 
and  made  no  new  loans. 

Ten  agencies  licensed  in  the  year  1930  were  not  licensed  in  1931.     These 

were: 

A.  E.  Lyon  &  Company,  Worcester. 

Unity  Loan  and  Finance  Corporation,  Boston. 

T.  J.  Ready  Company,  Lynn. 

Good  Fellows  Associates,  Boston. 

Gardner  Loan  Association,  Gardner. 

Financial  Service  Plan,  Lowell. 

Citizens  Finance  Corporation,  Framingham. 

Plymouth  County  Finance  &  Loan  Company,  Brockton. 

Chipman  Finance  Company,  Boston. 

Cradock  Finance,  Inc.,  Medford. 

Thirty-nine  new  licenses  were  granted.  One  application  was  made  but 
withdrawn  before  the  license  was  issued.  Thirteen  licenses  were  denied  and 
four  were  suspended. 

The  lenders  licensed  in  1931  but  not  the  previous  license  year  were: 

Industrial  Bankers  of  Fitchburg,  Inc.,  Fitchburg. 

Globe  Discount  &  Finance  Corporation,  Gardner. 

Atlas  Finance  Corporation,  Park  Square,  Boston. 

Simco  Finance  Corporation,  Boston. 

First  Citizens  Bankers  Corporation.  Haverhill. 

Industrial  Bankers  of  Northampton.  Inc.,  Northampton. 

Chicopee  Falls  Security  Corporation,  Chicopee. 

Industrial  Bankers  of  Cambridge,  Inc.,  Cambridge. 

Industrial  Ikinkers  of  Chelsea,  Inc.,  C^helsea. 

Industrial  Bankers  of  Dedham,  Inc.,  Dedham. 

Auto  Finance  Corporation,  Lawrence. 

Industrial  Bankers  of  Everett,  Inc.,  Everett. 

Industrial  Bankers  of  Marlhorougli.  Inc.,  Marlhorougli. 

liuiustrial  liankcrs  of  Mcdfonl,  Inc.,  Medford. 

Industrial  l^ankcrs  of  Natick.  Inc..  Natick. 

Industrial  Bankers  of  Newton,  Inc.,  Newton. 

Industrial  Bankers  of  IN'al)ody,  Inc.,  Pcvihody. 

Industrial  Bankers  of  IMynioutli.  Inc.,  Plxinout  li. 

huiustrial  Bankers  of  Boslind.ale.  Inc.,  HoslindaU>. 

Industrial  Bankers  of  Wohurn,  Itic,  \\'ol)urn. 

Industrial  Bankers  of  Worcester,  Inc..  \Vorcest»>r. 

Industrial  Bankers  of  Milford,  Inc.,  Milford. 

Industrial  Credit  Corporation  of  New  England,  Lowell. 

Industrial  Bankers  of  Boston,  Inc.,  Boston. 

Now  Method  Loan  Company,  Worcester. 

State  Loan  Company,  Sonierville. 
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Guaranty  Loan  Plan,  Inc.,  Springfield. 

Malone  Finance  &  Acceptance  Corporation,  Worcester. 

Alpha  Finance  Corporation,  Springfield. 

Boston  Finance  Company,  Quincy. 

Conservative  Credit  System  of  Mass.,  Inc.,  Boston. 

Boston  Finance  Company,  Maiden. 

Ideal  Financing  Association,  Inc.,  Roslindale. 

Commercial  Acceptance  Corporation,  Worcester. 

Eagle  Finance  Company,  Fall  River. 

Motor  Credit  Corporation,  Worcester. 

First  Personal  Bankers,  Inc.,  Springfield. 

Household  Finance  Corporation,  Boston. 

Household  Finance  Corporation,  Worcester. 

The  licensed  small  loans  business  began  to  feel  the  effects  of  changing 
business  conditions  during  this  period.  The  difficulty  of  lenders  in  obtain- 
ing additional  capital  with  which  to  operate  and  the  difficulty  experienced 
by  borrowers  out  of  employment,  or  working  only  part  time,  in  making 
repayments,  has  resulted  in  greater  care  on  the  part  of  the  loan  agencies 
in  making  loans,  and  has  resulted  in  a  much  greater  number  of  interviews 
with  the  Supervisor  to  endeavor  to  adjust  the  borrowers'  circumstances  to 
his  ability  to  repay  loans.  Although  the  Supervisor  has  interviewed  and 
investigated  the  cases  of  many  more  borrowers  than  ever  before,  it  should 
be  stated  that  the  cases  do  not  disclose  any  evidence  of  illegal  practices 
or  intentional  overcharges  by  the  licensed  lenders.  Based  on  this  wide 
experience,  the  statement  is  warranted  that  the  Massachusetts  Small  Loans 
Act  has  achieved  one  of  its  major  purposes  of  driving  unconscionable  high- 
rate  lenders  out  of  the  state  by  permitting  legitimate  capital,  invested  in 
Massachusetts  companies  by  Massachusetts  investors,  and  managed  by 
Massachusetts  citizens,  to  operate  under  the  law  and  the  regulations. 

The  great  majority  of  the  cases  coming  to  the  attention  of  the  Supervisor 
are  eases  where  the  borrower,  since  the  time  of  applying  for  and  receiving 
his  loan,  has  had  illness,  or  misfortune,  or  has  become  unemployed.  In 
such  cases  the  Supervisor  has  not  hesitated  to  ask  licensed  lenders  to  make 
adjustments,  in  other  words,  to  give  up  their  legal  rights  under  their  con- 
tracts with  their  borrowers.  It  is  only  justice  to  record  that  the  licensed 
lenders  have  given  full  co-operation  to  the  Supervisor;  it  is  rare  indeed  for 
his  request  not  to  be  honored.  Desiring  to  minimize  and  not  accentuate 
the  difficulties  arising  out  of  the  depression,  all  the  lenders  who  have  formed 
the  Massachusetts  Association  of  Personal  Finance  Companies  notified  the 
Supervisor  that  they  had  voluntarily  agreed:  first,  that  in  no  case  where 
the  Wage  earner  was  unemployed  would  any  chattel  mortgage  be  fore- 
closed; second,  in  cases  where  the  family  was  receiving  public  or  private 
aid,  interest  on  the  loans  would  not  be  collected  but  would  be  deferred  or 
waived.  Further  than  this,  there  are  scores  of  cases  in  which  the  lenders 
have,  in  view  of  unusual  conditions,  remitted  part  of  the  principal  of  the 
loan,  or  even  forgiven  the  whole  debt. 

The  depression  has  brought  to  light  a  special  problem  that  must  be  reme- 
died. Hard  times  tend  to  induce  persons  to  borrow  more  than  they  should. 
When  a  man  applies  for  a  small  loan,  he  is  always  asked  if  he  has  other 
loans,  and  their  amount.  Being  under  economic  pressure  the  applicant  is 
tempted  to  conceal  his  other  indebtedness.  Better  ways  and  means  can 
be  devised  to  protect  such  borrowers  from  over-borrowing  or  from  over- 
extending  their  credit  which,  in  small  loans  just  as  in  large  loans,  is  disastrous 
to  borrower  and  lender  alike. 

An  Exchange  Bureau  on  applications  for  loans  is  most  desirable,  if  used 
by  all  licensees  in  the  Boston  Metropolitan  District  and  would  keep  borrowers 
out  of  some  difficulties  now  experienced  by  them,  since  there  is  no  effective 
check  in  Boston,  at  the  present  time,  on  the  obtaining  of  more  than  one 
loan  on  the  same  or  similar  security.  At  the  suggestion  of  the  Supervisor 
a  start  has  been  made  by  the  loan  agencies  in  Metropolitan  Boston  in  the 
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matter  of  operating  a  Bureau  for  the  exchange  of  information  on  applications 
for  loans.  In  Worcester.  Springfield  and  several  other  cities  there  are  either 
Exchange  Bureaus  on  applications  for  loans  of  licensed  lenders  operated 
in  conjunction  •n-ith  the  Board  of  Trade  or  Chamber  of  Commerce,  or  at 
least  an  exchange  of  information  between  groups  of  offices  in  these  com- 
munities to  prevent  licensees  "doubling-up"  on  small  loans. 

A  practical  illustration  of  the  above  difficulty  is  illustrated  by  the  ca^e 
of  a  woman  school-teacher,  that  was  brought  to  the  attention  of  the  Super- 
visor by  her  attorney  who  sought  co-operation  in  adjusting  his  client's 
indebtedness  on  a  basis  within  her  ability  to  settle,  after  she  had  borrowed 
repeatedly,  until  she  had  obtained  ten  loans  from  eight  different  lenders 
and  found  herself  unable  to  meet  her  obligations.  Originally  she  borrowed 
$100  of  a  licensed  lender  who  makes  loans  to  school-teachers  only.  It 
appears  she  has  been  a  customer  since  and.  from  her  statements  to  the  lender, 
it  was  believed  she  had  no  other  loans.  However,  it  developed  later  that 
she  obtained  loans  of  other  licensed  lenders  under  similar  circumstances. 
It  also  appears  she  obtained  loans  of  lenders  outside  of  this  Commonwealth 
and  of  lenders  who  gave  her  amounts  in  excess  of  S300,  the  making  of  which 
is  not  regulated  by  law  in  this  Commonwealth,  the  transaction  being  a 
matter  of  contract  between  borrower  and  lender  on  which  any  rate  may  be 
obtained  by  the  lender,  provided  both  parties  to  the  contract  agree  and 
the  rate  is  stipulated  in  the  note. 

If  this  school-teacher,  in  her  applications  for  loans  of  licensed  lenders, 
had  answered  questions  strictly  according  to  fact  and  stated  the  real  pur- 
pose for  which  she  wished  the  loans  and  acknowledged  indebtedness  to 
other  lenders,  many  loans  which  she  obtained  would  not  have  been  granted. 

The  Supervisor  of  Loan  Agencies  has  been  informed  that  the  first  loan 
she  obtained  was  probably  for  the  purpose  of  settling  a  lawsuit  which  the 
teacher  believed  might  involve  another  member  of  her  family.  The  amount 
was  $100  and  was  borrowed  early  in  May,  1926.  In  the  nine  months  until 
February  2.3,  1927,  she  paid  $25.38  for  interest,  and  on  this  latter  date  she 
borrowed  $25  additional  on  which  she  paid  interest  until  July  1.  1927.  when 
she  borrowed  $75  more,  making  a  total  of  $200  of  the  lender's  money  in 
her  possession.  On  this  amount  she  paid  interest  until  May  1,  1930.  when 
she  increased  her  loan  by  borrowing  an  additional  $100.  making  $300  the 
amount  she  was  indebted  to  this  lender.  She  obtained  a  loan  of  $100  in 
July,  1927,  of  a  second  lender  and  increased  it  from  time  to  time  in  a  similar 
manner.  In  all  probability  this  lender  would  not  have  granted  her  this 
loan  had  she  stated  she  was  indebted  to  the  other  lender  who  specializes  in 
school-teacher  loans.  In  January,  1927,  she  obtained  $200  from  a  third 
lender  who  does  not  specialize  in  loans  to  school-teachers  and  who  believed 
from  her  statements  that  she  was  not  a  borrower  elsewhere.  In  August. 
1928,  she  obtained  $200  from  a  fourth  lender  and  claimed  to  the  lender  that 
she  was  not  indebted  for  loans  anywhere.  In  November,  1929,  she  ob- 
tained $200  from  a  fifth  lender,  to  whom  she  slated  she  had  no  outstanding 
loans  with  any  loan  Jigency.  In  May,  1931.  she  obtained  $300  of  a  sixth 
lender  who  was  practically  just  starting  as  a  licensed  lender,  and  to  this 
lender  she  gave  as  her  reason  for  needing  the  loan,  dental  and  medical  ser- 
vices. In  Sepl('inl)er,  1931,  she  obtained  another  $300  loan  from  a  seventh 
lender  who,  just  prior  to  that  time,  had  also  obtained  a  license  to  engage  in 
the  business. 

In  July,  1931,  she  applied  in  a  nuddle  western  state  for  another  loan  of 
$300,  but  investigation  by  that  lender  re\('aU'd  that  she  was  indebted  at 
least  $:i()()  elsewhere.  Ui)on  her  stateinenl  that  her  total  indcl)fe(lness  was 
.$300  and  that  her  salary  was  $!(»()  a  month,  that  lender  dejMucd  it  not  good 
credit  practice  to  advance  her  more  than  $200,  which  was  the  amount  she 
obtained. 

In  this  way  she  was  indebted  to  ten  difTereiit  lenders  for  approximately 
$3,500  and  had  jjassed  her  ability  ever  to  pay  in  full.  Six  of  tliese  lenders 
were  licensed  in  this  Commonwealth,  one  operated  from  another  state,  and 
three  loaned  amounts  in  excess  of  $300  and  therefore  were  not  under  state 
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supervision.  One  of  the  six  licensed  lenders  had  made  her  two  separate 
loans. 

Finally,  after  the  Supervisor  had  had  all  the  facts  presented  to  him,  and 
had  thoroughly  investigated  all  transactions,  all  the  lenders  settled  their 
$3,500  indebtedness  for  30  per  cent  of  the  amount  of  the  teacher's  entire 
indebtedness.  Her  attorney  wrote  to  the  Supervisor  of  Loan  Agencies 
thanking  him  for  his  prompt  and  appropriate  investigation  and  handling  of 
the  matter,  and  commended  the  lenders  for  the  manner  in  which  they  had 
dealt  with  the  unfortunate  situation,  when  once  they  had  become  fully 
aware  of  its  nature. 

The  reason  for  submitting  the  long  detail  of  the  above  transaction  is  be- 
cause of  the  distorted  manner  in  which  it  was  presented  from  outside  sources 
to  the  press  and  given  nation-wide  publicity.  It  is  also  to  impress  the  fact 
on  licensed  lenders  that  a  credit  bureau  of  all  the  licensed  lenders  restricting 
a  borrower  to  not  over  two  simultaneous  loans,  would  have  prevented  its 
occurrence. 

During  the  license  year  ended  September  30,  1931,  the  twenty-two  Morris 
Plan  Companies  made  50,095  loans  of  S300  and  less  amounting  to  $7,535,- 
002.45.  The  employed  capital  for  these  companies  was  $5,242,317.26. 
The  three  chartered  companies  made  82,475  loans  amounting  to  $4,904,- 
396.34.  The  capital  employed  was  $3,023,898.65.  One  hundred  ninety- 
three  other  licensed  lenders  made  159,022  loans  amounting  to  $23,850,060.75. 
The  employed  capital  for  these  one  hundred  ninety-three  lenders  was 
$16,480,761.95.  The  total  number  of  small  loans  made  by  licensed  lenders 
in  Massachusetts  was  291,592,  amounting  to  $36,289,459.54,  showing  an 
increase  in  the  number  of  loans  over  the  previous  license  year  of  22,126, 
amounting  to  $3,002,436.63.  The  employed  capital  in  Massachusetts  of 
all  companies  under  State  supervision  was  $24,746,977.86,  resulting  in  net 
earnings  of  $1,676,482.02,  equaling  6.78  per  cent. 

Respectfully  submitted, 

EARL  E.  DAVIDSON, 

Supervisor  of  Loan  Agencies. 
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